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Department of Economic Affairs 
EXECUTIVE SUMMARY: 

(i) Finance Ministry has a key role in formulating policies for the ongoing 
economic reforms in various sectors and also for implementing these in 
sectors like banking, insurance, capital markets etc. Considering that 
economic reforms represent a major shift from the policies and procedures 
followed in the earlier decade, there is need for filling up four or five posts 
at the Additional/Joint Secretary level in the Economic/Banking/Insurance/ 
Capital Markets divisions, with experts recruited from outside on a contract 
basis. 

(ii) With the establishment of the Insurance Regulatory and Development 
Authority, it is no longer necessary to continue-Insurance Division as a 
separate division. It can be merged with the Banking Division and the 
post of Special Secretary (Insurance and External Finance) can be 
abolished. Apart from “returning” to the concerned insurance companies 
24 personnel drawn from these companies and working in the insurance 
division, there is also need for reducing by 16 the staff strength at the 
level of Under Secretaries and below. 

(iii) The Integrated Banking and Insurance Division can be headed by an 
Additional Secretary, thus ensuring that Secretary, DEA’s direct 
responsibility for the efficient functioning of the Banking and Insurance 
Division is in no way diluted. Towards this end the present post of Special 
Secretary, Banking, needs to be downgraded to that of Additional 
Secretary (Banking and Insurance). 

(iv) The Board for Industrial and Financial Reconstruction and the Appellate 
Authority for Industrial Finance Reconstruction have not fulfilled, in a 
satisfactory manner, the purpose for which these were set up. The lenders 
of resources are best placed to take an early view on whether a sick unit 
should be revived - often this could be in their own self-interest - or 
whether action for recovery of their dues should be initiated. In these 
circumstances SICA should be repealed and these two organisations 
wound up. These two organizations have staff strength of 211, including 
42 Group A posts. 

(v) Considering the vast networks put in place by the state governments to 
promote small savings, it is no longer necessary to continue the National 
Savings Organisation in its present form with a vast network of field offices 
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with a total staff strength of 1191. It can be downsized into a compact 
policy making body with a staff strength of only 20/25. The practice of 
appointment of agents and payment of commission to them by 
Government of India should be discontinued leaving it to states to 
formulate and extend suitable incentive schemes for promoting small 
savings. There is also need for restructuring the interest and tax incentives 
under the various schemes in order to ensure that the focus on promoting 
genuine ‘small savings’ is not lost. 

(vi) The focus of the Indian Investment Centre should be on the dissemination 
of information on the procedures for clearances, particularly the changes 
made from time to time as part of the ongoing reforms process, in the 
various ministries etc. Escort services and liaison work are best left to 
private initiatives-consultancy organisations and local partners. Viewed 
this way this organisation with a staff strength of 126, could be down 
sized into a compact officer oriented unit, headed by an Additional 
Secretary/Joint Secretary level officer and a staff strength of only around 
20. Secretary, DEA could be its ex-officio chairman. Given the major 
advances in communication facilities and the connectivity of the different 
organisations it would neither be necessary for the IIC to have any offices 
abroad nor for any other ministry to have separate outfits or staff to respond 
to NRIs and others on their investment enquiries. Positions created 
specifically for this purpose in other ministries, including external affairs, 
need to be abolished. 

(vii) The productivity of the Mints (other than the one at Noida) and the presses 
is quite low and the work force excessive. A drastic downsizing - a 
reduction of about 60 to 70% of the sanctioned strength of over 25,000 - 
is necessary and towards this end a liberal retirement/separation package 
on the lines already recommended by the Commission, could be 
introduced in these units. Considering the low levels of productivity and 
total output, even where lines of production have been modernised, there 
is also need for improving managerial efficiency. In particular it needs to 
be examined to what extent these units could be freed from government 
procedures which are often time consuming, be it in making appointments, 
floating of tenders etc. Production in the three lines (which are yet to be 
modernised) in the Bank Note Press at Dewas as also in the Security 
Paper Mill at Hoshangabad could be phased out, while in the case of the 
latter privatization also could be considered as an option. The Security 
Printing Press at Hyderabad, could be made a ‘dedicated’ press for 
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meeting the requirements of the Departments of Posts and control of this 
unit transferred to that department. The two currency note presses at 
Dewas and Nasik could be transferred to the Bhartiya Reserve Bank 
Note Mudran Nigam. 

(viii) Within the department (other than Banking, Insurance, Budget and 
Economic Divisions) it should be sufficient if there is only one Additional 
Secretary. As the Secretary and the officer in charge of Fund-Bank division 
have to go on tour together often, it would be advisable if Fund Bank 
division is headed by a Joint Secretary and the Additional Secretary is 
given responsibilities for two or three of the other divisions. This way the 
Additional Secretary would be able to stand in for the Secretary whenever 
he is away on tour abroad. There is a case for reducing one post of Joint 
Secretary straight-away and one more when the recommendations 
relating to Mints and Presses are put through. 

(ix) In terms of manpower these suggestions visualize the winding up of AAIFR 

and BIFR, considerable downsizing of National Savings Organisation, 
Indian Investment Centre, Mints and Presses and also abolition of one 
post each of Special Secretary, Additional Secretary and Joint Secretary 
as well as 31 others at the level of Director / Deputy Secretary / Under 
Secretary / Section Officer, as also downgrading of one post of Secretary 
to that of Additional Secretary in the first stage, and abolition of one post 
of Joint Secretary and 4 posts at the level of Director / Deputy Secretary/ 
Under Secretary / Section Officer in the next stage. There will be a 
corresponding reduction at the support staff levels in both stages. 



4 


1. An Approach to Restructuring 

Department of Economic Affairs came into existence in 1949 when the 
Ministry of Finance was bifurcated into two departments viz. the Department of 
Revenue and Expenditure and the Department of Economic Affairs. The newly created 
Department of Economic Affairs had three divisions - Internal Finance, External 
Finance and the Budget. The Internal Finance Division looked after the work relating 
to the Reserve Bank of India, State Bank of India and its subsidiaries, administration 
of IFCI Act, banking legislation etc. as also currency and coinage work. While External 
Finance Division dealt with all external commercial relationship, the Budget Division 
was responsible not only for the budget work but also for the administration of the 
National Savings Organisation set up earlier. The department served as the 
Secretariat for the Economic Committee of the Cabinet. The Economic Division, 
headed by the Economic Adviser, which had continued its separate existence outside 
of the two departments but within the Ministry of Finance, was brought under the 
Department of Economic Affairs in 1955. With the nationalisation of insurance in 
1956, a new division, Insurance Division, was added to the department. With the 
nationalisation of the major banks in 1969, ‘Banking’ became a separate department 
headed by a secretary. 

2. While there were many changes in the intervening years - for instance, 
Insurance Division was moved out of the department in 1964 to a separate Department 
of Company Affairs and Insurance then made part of the Department of Revenue in 
1966 and then came back to the Department of Economic Affairs in 1975; Banking 
became a wing of the Department of Revenue and Banking and later in 1977 brought 
back into the fold of Department of Economic Affairs; and so on - by 1980, the size and 
structure of Department of Economic Affairs had more or less stabilized with 7 broad 
areas of work - Economic Division, Budget Division, Banking Division, Insurance 
Division, Investment Division, External Finance Division and Currency and Coinage 
Division. This pattern has held good over the last two decades, though with minor 
realignments. The total number of officials at different levels has changed from time to 
time not only reflecting the changes in functions and responsibilities but also the usual 
promotion pressures of the various cadres. As on 31 st March, 2000, this department 
which is headed by a Secretary, had 4 Secretary level officers, 19 Additional Secretary 
and Joint Secretary level officers, 59 Directors and Deputy Secretary level officers and 
238 Under Secretary and other level officers with a support-staff complement of 1204. 
In addition, there is also a workforce of about 25000 in the various mints & presses 
directly administered by the department and staff strength of 1191 in the National 
Savings Organisation. The present functions of the department and the distribution of 
staff strength are set out in Annexe I and II. 
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3. Any attempt at redefining the functions, structure and staff strength of 

the Department of Economic Affairs has to take note of the following aspects as well as 
recent developments: 

(i) The Finance Ministry plays a key role in formulating policies for the 
economic reform process in all sectors and also has direct responsibility 
for implementation in areas like tax and tariff reforms as well as reforms 
in sectors like banking, insurance and capital markets. While the 
secretaries in the Finance Ministry would continue to act as the think 
tank in this regard, they, in turn, would need to be supported by senior 
level officers of the Department of Economic Affairs, particularly the 
Economic Division having indepth knowledge of the reform process not 
only in finance related areas but also in areas where the main 
responsibilities for reforms may vest in other ministries viz. 
Telecommunications, Commerce, Agriculture etc. A part of this expertise 
can, and does, come from within. However, considering that economic 
reforms represent a major shift from the established thinking and 
procedures, it does become necessary to induct some “state-of-the-art” 
expertise from outside as well. While this has already been happening to 
some extent, it would be necessary to think in terms of a pool of say 4 or 
5 experts to be inducted from outside at the level of Joint Secretary/ 
Additional Secretary not only in the Economic Division but also in divisions 
like Banking, Insurance and Capital Market in the department itself. In 
order to have flexibility in “rotating” such experts, the appointments should 
be on a contract basis for a 3 or 4 year term and the procedures for 
recruitment simplified so that the process could be completed within a 
couple of months’ time. The present practice of having to go through the 
UPSC invariably takes a year or more in each case. Like-wise it would 
also be necessary to give them priority in allotment of general pool 
accommodation. The department would also need to make increasing 
use of the expertise available in research organisations by engaging them 
as ‘consultants’ for specific assignments. 

(ii) The coming into being of the Insurance Regulatory and Development 
Authority (IRDA) would result in a considerable reduction in the workload, 
and consequently in the staff strength of the Insurance Division. At the 
same time, it has also to be noted that it may take sometime for the 
development of a proper relationship between this regulatory authority 
on the one hand and the government on the other. In this context, even 
while examining the scope for downsizing of the staff strength of the 
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Insurance Division, it will be necessary to examine whether it would not 
be desirable to merge this division with the Banking Division so as to 
benefit from the structure of relationship already evolved between the 
Reserve Bank of India and the government. 

(iii) When 14 major banks were nationalized in 1969 the banking work was 
entrusted to a separate department in the ministry. There was not only a 
sharp increase in the ownership and policy level work but also the 
eagerness to bring about a comprehensive improvement which led to 
the department undertaking a number of activities normally undertaken 
only by the Reserve Bank of India. Consequently this new department 
which was headed by a Secretary, also had at the senior level one 
Additional Secretary, 5 Joint Secretaries and 4 Directors and a full 
complement of officials at various other levels. Over the last three decades, 
a more healthy division of work between the Reserve Bank of India and 
the government has developed and in the process, the Banking 
Department has already shed some weight - the post of Additional 
Secretary and 2 Joint Secretaries along with some support staff have 
been axed - and it has also again become a division in the Department 
of Economic Affairs. Now that a well settled relationship exists between 
the government and the Reserve Bank of India and also considering that 
it is the Secretary, Department of Economic Affairs who deals with the 
Reserve Bank of India as well as international financial and monetary 
institutions, and is also directly responsible for the efficient functioning of 
this department, the question needs to be examined whether the post of 
Special Secretary (Banking) needs to be continued and also whether 
this division would not admit of further downsizing at lower levels. In 
making this assessment, note has however to be taken of the fact that 
some major legislations in regard to regulation and control of Non-Banking 
Financial Companies, amendments to Bank Nationalisation Acts, and 
further strengthening of Reserve Bank of India are on the anvil and are 
expected to be put through soon. 

(iv) The Sick Industrial Companies (Special Provisions) Act, 1985 (SICA) 
inter alia provides for enquiring into and determining the incidence of 
sickness in industrial companies and for advising on suitable remedial 
measures through appropriate schemes or other approvals and ensuring 
their implementation. Independent of the question of what would be the 
ideal modality for securing these objectives, is the issue whether the 
agencies, namely the Board for Industrial and Financial Reconstruction 
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(BIFR) and the Appellate Authority for Industrial and Financial 
Reconstruction (AAIFR) etc. specifically created for this purpose in 1987, 
have had any impact at all in the last 13 years. This assessment 
necessarily has to be made on the basis of the performance of these 
institutions. 

(v) Over the years, the Indian Investment Centre has already undergone 
major downsizing with the closure of all its foreign offices. It still has a 
large outfit, with 126 sanctioned posts in Delhi. With the opening up of 
the economy a question does arise whether even this headquarters outfit 
needs to be continued at all. Considering that notwithstanding the initiation 
of the reform process ten years ago, the style of functioning of most 
ministries has still not changed much, and obtaining information, even of 
a non classified nature continues to be a major problem, there is a case 
for having a small officer oriented outfit, for providing information, for all 
those who seek it, be it an NRI, FDI or Fll, on the various changes in 
procedures for clearances made by the different Ministries. Given the 
emerging competitive scenario, “escort” services are best left to the private 
sector, the local partners and consultants. As Finance Ministry plays a 
key role in the formulation of reform policies for all sectors, this outfit with 
a limited role of furnishing of information should continue to function under 
the Finance Ministry. The major advances in communication facilities, 
and the increasing inter-connectivity of the various ministries, would need 
to be taken into account in determining whether Indian Investment Centre 
needs to have offices abroad and whether other ministries need to have 
separate outfits for responding to NRI’s and others on their investment 
related enquiries. 

(vi) The National Savings Organisation with its headquarters in New Delhi 
and 26 regional and 32 field offices, has a total strength of 1191. When 
this organization was set up in the late 1940s, the primary objective 
was to promote small savings by inculcating the habit of savings. 
However, over the years this has become a major instrument of borrowing 
for the state governments, fetching them as much as Rs.27,000 crore 
in 1999-2000. It is seen that 21 states have a total staff of 3404 deployed 
on mobilization of small savings i.e. nearly three times the staff strength 
of the National Savings Organisation. With the states having a major 
stake in small savings collections and also having built up large networks 
for promoting the schemes, it would appear necessary to examine 
whether the National Savings Organisation cannot be downsized and 
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also whether the task of appointment of agents and devising suitable 
incentive schemes for promoting small savings should not be left to the 
state governments. Further, over the years the character of these 
campaigns have undergone a change with some of the schemes 
becoming a major avenue of investment for corporate and large entities, 
which sought to take advantage of the high interest rates and various 
tax concessions. Thus the UTI alone invested about Rs.3870 crore 
between 1989-90 and 1995-96. In 1995 institutional investment was 
not allowed except in Indira Vikas Patra. The Indira Vikas Patra Scheme 
was closed in June 1999. It will be necessary to examine whether 
suitable changes are still not required to be made in the interest and 
tax incentive structures, with a view to refocusing attention on promotion 
of genuine small savings. 

(vii) Printing of currency notes and minting of coins was possibly considered 
as a sovereign function and consequently the management of the presses 
and mints was directly vested in the Department of Economic Affairs. 
However, with the new bank note presses set up in 1992 being run by a 
corporation functioning under the Reserve Bank of India, the need for 
the bank note presses earlier set up continuing to be directly administered 
by the government through the Department of Economic Affairs would 
merit examination. Also, the fact that the productivity of bank note presses 
is only just about 20% of those in the presses functioning under the 
Reserve Bank of India points to excessive workforce in these mints and 
presses functioning under the department. Productivity and output are 
extremely low, even in the units, which have been fully modernised over 
the years. The issue of excessive work force and the need for improving 
managerial efficiency would therefore need to be addressed first. The 
functioning of two bank note presses directly under the government and 
the two other under the Bhartiya Reserve Bank Note Mudran Nigam could 
lead to problems of coordination in matters like procurement of paper 
etc. While the requirements of the Department of Posts are now printed 
at both the India Security Press, Nasik and the Security Printing Press at 
Hyderabad, given the Department of Posts initiative in farming out a part 
of their requirements to the private presses, the question whether one of 
the Security Presses should not be dedicated exclusively to meeting the 
requirements of the Department of Posts’ needs to be addressed. Given 
the low productivity and extremely poor quality of the output, the question 
whether production at the Security Paper Mill at Hoshangabad should 
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not be phased out or in the alternative, the unit privatised would merit 
attention. 

(viii) The number of senior officers - additional secretaries and joint 
secretaries - assigned for the various areas of work like Controller of 
Capital Issues, Investments, Foreign Trade, Fund Bank, ADB, EEC etc. 
have undergone some changes over the years both in terms of levels 
and inter se distribution of work. The structures as now in position and 
the staff complement would need to be re-examined in the context of 
changing importance of each of these areas of work. 

(ix) Considering that Secretary, Department of Economic Affairs has a direct 
responsibility for the efficient functioning of Banking, Insurance and 
External Finance Divisions, the need for continuing with the posts of 
Special Secretary (Banking) and Special Secretary (Insurance and 
External Finance) would need to be gone into. However, as far as the 
Economic Division is concerned, it is noted that, over the decades, a 
good healthy working relationship has been developed between the 
‘administrator’ secretary of the department and the ‘advisor’ secretary 
of the Economic Division, with the two acting as a team in providing 
inputs on all economic issues. This arrangement could therefore be 
continued. 

4. A division wise analysis of the present functions and staff deployment as 

also the lines on which these could be restructured, having regard to the major issues 
listed above are set out in the succeeding chapters. 

II. ECONOMIC DIVISION 

The main functions of the Economic Division are advisory in nature. It 
examines trends in the economy and undertakes techno-economic studies having a 
bearing on the formulation of economic policies. It keeps a close watch on economic 
developments - both domestic and external. Subjects dealt with by the Economic 
Division are 

1) Monitoring of prices and price policy 

2) Monitoring trends in agricultural and industrial production 

3) Monitoring of production, public distribution and stocks held by the 
Government of India 

4) Money and credit 

5) Public finance 

6) Fiscal policy and tax reforms 

7) Foreign trade and balance of payments 
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8) International financial institutions and issues related to world monetary 
system, finance and development 

9) Annual economic survey 

10) Economic and functional classification of Government of India budget 

11) Weekly review and monthly report on the economy 

12) Selected economic indicators (Monthly) 

13) Statistical album on public finance 

The division is headed by the Chief Economic Adviser, in the rank of a 
Secretary supported by two Senior Economic Advisers (in the rank of Additional 
Secretary), four Economic Advisers/Advisers ((in the rank of Joint Secretary) and a 
number of Additional Economic Advisers, Dy. Economic Advisers, Asstt. Economic 
Advisers and Economic Officers/Section Officers and Economic Investigators, Assistants 
and other section staff. The details of the sanctioned strength of the Economic Division 
is set out in the Table below. (The division has not apportioned its sanctioned strength 
unit-wise) 


Statement showing staff strength of Economic Division 
(Economic Posts excluding Posts in other Divisions) 


Economists 

Sanctioned strength 

1. Chief Economic Adviser 

1 

2. Senior-Economic Adviser 

2 

3. Economic Adviser 

2 

4. Adviser 

2 

5. Director Addl./Dy.Economic Advisers/Jt. Director 

14 

6. Assistant Adviser/ Dy. Director 

5 

7. Research Officer 

5 

8. Economic Officer/Eco. Investigator 

20 

TOTAL 

51 


The work of the Economic Division is divided amongst the following Units: 

1) Administration and Coordination Unit 

2) Fiscal Policy, Public Finance, Plan and Macro-Economic Unit 

3) Social Sector and Economic Monitoring Unit 

4) External Sector, Trade and International economics 

5) Industry and Infrastructure Unit 

6) Prices and Agriculture Unit 

7) Money and Capital Market Unit 

8) Special Studies Unit 
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At the outset it needs to be emphasized that in the days ahead 
government’s access to high class professional expertise in diverse spheres has to 
improve manifold to be able to successfully manage the economy. As the economy 
enters the phase of free market, gets integrated with the global economy and witnesses 
free fund flows, its sensitivity and responsiveness to meet the challenges will increase 
necessitating high levels of proficiency in the various levels of management. It is also 
envisaged that in a globally integrated economy, the government would have to be 
proactive to ensure that the economy moves in the desired direction. Such proactivism 
and the manipulation of management levers will necessarily have to be on the advice 
of experts. There will be no room for a common sense approach to the tasks involved. 
Not only in the areas of monetary policy, fiscal policy, credit policy, price policy, 
international economic relations etc. but also for ushering in reforms in the various 
other sectors, there would be need for expert economic advice. It is therefore, expected 
that as the reform agenda gets progressively expanded, the role of Economic Division 
in the Department of Economic Affairs will become more crucial to the governance of 
the economy. Having said this, it has to be recognized that the work in the Economic 
Division is not confined to giving expert advice on management of the economy. A 
good part of its work is relatively routine which requires knowledge of economics/ 
statistics but not expertise of the calibre referred to earlier. There is also apparently 
duplication of work, probably because of lack of inter-ministry coordination and 
cooperation. For example, Economic Division in the Department of Economic Affairs 
has units to monitor India’s foreign trade, its commodity composition and its geographical 
composition; to monitor industrial production, agricultural production, monsoon and 
index of crops and other matters relating to food and agriculture. Both the Ministry of 
Agriculture and the Ministry of Commerce and Industry have economic advisers with 
the requisite expertise at different levels to do precisely what the Economic Division in 
DEA does in these spheres. There is no reason why the expertise available in other 
ministries cannot be used by the Chief Economic Adviser in the DEA at least'for 
monitoring trends in respective spheres of the economy. 

An assessment of the Economic Division, should, therefore, in the light 
of the foregoing, segregate the routine work from that requiring expert advice. 

First, in regard to expert economic advice to the government on the 
management of the economy. The need for such advice has already been explained 
in the earlier paragraphs. The level and quality of advice required can come from top 
notch experts who have had not only brilliant academic achievements to their credit 
in reputed institutions but also had sustained exposure to modern economic thought 
and concepts and experience of handling economic assignments in an environment 
of free play of market forces. Such advice does not demand support structure in the 
traditional sense. 
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It is envisaged that to handle the total workload involved in both, tendering 
of proactive expert advice to government on management of the economy and 
undertaking more prosaic function of monitoring, survey, reports and briefs, etc., the 
Economic Division in the DEA should have at the most four economists at the level of 
Senior Economic Adviser/Economic Adviser/Adviser (SAG) to assist the Chief Economic 
Adviser. To discharge the responsibility of tendering proactive expert advice to the 
government at least two of these four functionaries should be top notch professional 
experts mentioned in the previous paragraph. All the senior economists at this level 
may be supported by a set of staff officers attached to them, who would collect, collate, 
analyse any information/statistical input that the experts may require to tender advice 
on a given problem. For this work, there is no need for hierarchical movement of 
papers in the Economic Division. In fact, it is felt that the secretariat style of functioning 
is unsuitable for an organization like the Economic Division where the section or the 
economic Investigators are not the repositories of knowledge, information, background 
or history of the problems. It should, therefore, be the endeavour of the division to 
evolve a style of functioning wherein unwarranted application of mind to a given issue 
at successive levels, is avoided. 

It is to be recognized that the level and the quality of expertise that one 
would be looking for is not acquired through successive progression in government 
assignments. It has also to be accepted that experts of very high calibre are keen to 
sustain their expertise and, therefore, may not be willing to get permanently uprooted 
from their normal work environment. If they take up government assignment, it would 
be for specified periods after which they may want to go back to work in a different 
environment. 

In view of the foregoing, it is felt that of the four posts at the level of one 
Senior Economic Adviser/Economic Adviser, for two posts the recruitment structure 
should be such as to permit lateral entry of experts, if so desired, on contract basis for 
specified periods. At that level, the rigidity of service structure would also have to yield 
to flexibility, which permits engagement of area-specific experts as consultants for a 
specified period on specific assignments. Such appointments should not be subject to 
the normal processes of recruitment, which are time consuming. Besides, it will be the 
government who will be keen on securing the services of the experts and the latter 
may not like to submit themselves to government’s style and norms of scrutiny for 
judging the suitability of a person for any post under the government. Proliferation of 
such appointments can be controlled by specifying the number of posts and their levels 
at which the division may opt for appointment of consultants. The appointments should 
be for specified periods, renewable at the end of the term if the expert is willing and 
government finds it desirable to retain his services. This should apply to even existing 
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government servants who at the end of the term of appointment may revert to their pre¬ 
appointment posts or wherever they hold a lien. 

In addition to inducting experts from outside, the Economic Division should 
also seek to tap the numerous research and professional organisations, with a very 
high degree of expertise that are available, by using them as consultants for specific 
assignments. This is already happening to some extent, but much greater use needs 
to be made of this ‘resource’ in the coming years. 

The other and larger part of Economic Division’s work is of a routine 
nature, not demanding high level of exposure to modern economic management 
practices. The work in this segment relates to monitoring indices of different sectors of 
the economy, preparation of monthly economic report to the cabinet, compilation of 
statistical albums, preparation of briefs for various functionaries on economic subjects, 
preparation of annual economic survey etc. 

As already mentioned, there does not appear to be any reason why the 
Economic Division of the Department of Economic Affairs cannot rely on economic 
advisers of other ministries, wherever they are located, for sector specific data flow, 
monitoring reports etc. In such areas, the monitoring reports need not be prepared 
anew in the Economic Division. The top economists should get the monitoring reports 
of the economic advisers of specific ministries as direct inputs into their policy formulation 
exercises. There are economic advisers in the Ministries of Agriculture and Cooperation 
and Industry and Commerce. As such, the routine work being done in the Economic 
Division of DEA in relation to these sectors should be farmed out to the economic 
advisers of the ministries concerned. The remaining work could be regrouped into 
units, which can be placed under the charge of Dy. Economic Advisers/Addl. Economic 
Advisers. 

The overall workload of the division may require four economists at the 
level of Senior Economic Adviser/Economic Adviser/Adviser. One of them should be 
at the Senior Economic Adviser level so that there is a stand-in available when CEA is 
away. The Senior Economic Adviser and the three Economic Advisers should have the 
overall charge of the units distributed among them. It is, however, strongly recommended 
that they should encourage and empower the unit-heads - Dy. Economic Advisers/ 
Addl. Economic Advisers - to shoulder the responsibility of most of the routine functions 
at their level. 

In conclusion, therefore, the Economic Division should be restructured 
to comprise one Chief Economic Adviser, one Senior Economic Adviser, three 
Economic Advisers/Advisers. These functionaries should have staff officers attached 
to them at the level of Research Officers / Economic Officers assisted by an Economic 
Investigator each. 
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The other units of the division may be regrouped keeping in mind the 
information flow that is expected from the economic advisers of the various economic 
ministries. There could be at best six such units. Each unit should be headed by an 
Additional/Deputy Economic Adviser assisted by Assistant Economic Advisers, Deputy 
Directors and Research Officers, Economic Officers and Economic Investigators. The 
revised structure of the Economic Division, after implementation of other 
recommendations thereon, can be as set out below. 

Recommended Structure for Economic Division 


Economists 


Post 

Strength 

Chief Economic Adviser 

1(1) 

Senior Economic Adviser 

) 

Economic Adviser 

) 4(6) 

Advisers 

) 

Consultants 

) 

Additional Economic Advisers 

Deputy Economic Adviser/Jt. Director 

8(14) 

Assistant Economic Advisers 

Deputy Directors 

5(5) 

Research Officer 

Economic Officer 

8(5) 

Economic Investigators 

NB:- Figures in brackets indicate the present sanctioned strength. 

16(20) 

42(51) 


In line with the reduction in the staff strength at the senior levels suggested 
above, the staff strength of non-technical and support levels would also need to be 
scaled down. This can be worked out by the Financial Adviser with the help of Internal 
Workstudy Unit. 

III. INSURANCE DIVISION 

Insurance Division of the Department of Economic Affairs, Ministry of 
Finance deals with all matters pertaining to the Insurance Sector of the economy 
primarily on the basis of regulatory responsibilities and ownership functions cast upon 
the central government by the Insurance Act, 1938, Life Insurance Act, 1956, General 
Insurance Business (Nationalisation) Act, 1972 and Insurance Regulatory and 
Development Authority (IRDA) Act, 1999. 
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Till the passage of the IRDA Act, 1999 insurance companies owned by 
the central government directly like LIC/GIC or indirectly like the four general insurance 
subsidiaries of the GIC, have had exclusive right to transact insurance business in 
India. Such regulated environment placed on the government not only the responsibility 
of managing owned companies but also of regulating and developing the insurance 
sector as a whole. The Insurance Division had, therefore, diverse functions to perform. 
For the sake of convenience, the functions the division has been performing have been 
grouped into five sections viz. 

(i) Regulatory and developmental functions; 

(ii) Parliamentary and accountability functions; 

(iii) Ownership functions; 

(iv) Commercial and professional functions; and 

(v) Miscellaneous/coordination functions. 

With the enactment of the IRDA Act, 1999, the exclusive right of the LIC 
and GIC and its subsidiaries to transact insurance business in the country has ceased 
and the road is now open for other private operators to set up insurance companies. 
The Act has created a distinct Insurance Regulatory and Development Authority (IRDA) 
which will determine registration of applicants, protect the interest of the policy holders, 
stipulate qualifications/training, etc. of insurance agents, lay down code of conduct for 
surveyors and assessors, promote efficiency in the conduct of insurance business, call 
information and undertake inspection of insurance operators, control and regulate rates, 
advantages, terms and conditions that may be offered by insurers in respect of general 
insurance business not so controlled by the Tariff Advisory Committee, specify form 
and manner of accounts, regulate investment by insurance companies, supervise the 
functioning of the Tariff Advisory Committee and specify life and general insurance 
business to be undertaken by an insurer in rural areas / social sector. 

The mandate given to the IRDA is so comprehensive that government’s 
role in this sector now stands considerably diminished, though it would take some 
time before a healthy working relationship develops between government and IRDA. 
In addition to it’s role in policy formulation, the insurance division would continue to 
discharge the ‘ownership role’ as well as tasks relating to “parliamentary 
accountability”. 

As owners of the LIC/GIC and its subsidiaries, Govt, of India will continue 
to be responsible for their efficient working, sound business practices and profitable 
working. It is in this context that one major issue merits mention. At present the 
government “owns” GIC and the latter in turn “owns” the four subsidiaries. The GIC 
undertakes reinsurance business and also directly through its subsidiaries transacts 
insurance business as well; an arrangement not permissible under the Insurance Act 
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which stipulates that an ‘Indian reinsurer shall carry on exclusively reinsurance business’. 
In other words the choice would be for GIC to continue with reinsurance business and 
give up ownership of the four subsidiaries and the attendant responsibilities or continue 
as a holding company and close down reinsurance business. 

There is a strong case for GIC to discontinue its holding company status 
and concentrate on reinsurance business as was also recommended by the Committee 
on Reforms in the Insurance Sector, as otherwise the government would have to consider 
either setting up of another reinsurance company involving sizable capital outlay or 
give up the objective of maximum premia retention within the country, either of which 
would be retrograde measures. In fact, a decision in this regard has become imperative 
with the expectation that private insurance companies will enter the market by the end 
of this year at the latest. If GIC ceases to do reinsurance business, all the insurance 
companies will be compelled to do reinsurance abroad resulting in sizeable outgo of 
foreign exchange. Besides, IRDA have indicated that, they will designate a ‘national 
reinsurer’ with the approval of the government. Such a national insurer shall have 20% 
of every direct general insurance policy written by any company in India ceded to it 
compulsorily of which at least 50% will be retroceded by the national insurer on original 
terms after charging a commission not exceeding 2.5%. With the anticipated growth in 
the general insurance sector, the above provision would mean handling of a sizeable 
business by the national reinsurer. 

Another reason to warrant refashioning general insurance structure is 
the changed competitive environment in which all companies would be competing to 
capture business. Such environment would not permit operators to perform upto their 
potential if they are shackled by excessive checks and counterchecks. Today the four 
operating general insurance companies are responsible to two entities. GIC as the 
first owner and government as the ultimate owner. Rules, regulations, directions, 
guidelines flow from both - depending on the importance of the matter and gravity of 
the situation. Such an arrangement dilutes the responsibility of the managements of 
the companies, particularly of the boards of directors, who are content to have the 
matters decided by the holding company or the government. This impairs the competitive 
abilities of the government companies. 

In fact, there is great strength in the argument that the four companies be 
immediately freed from the rigid control of rules/regulations/guidelines and allowed to 
be board managed, competing amongst themselves to a substantial extent. Opening 
up of the sector shall see fierce competition among the operators and if government 
companies are not to lose out to more aggressive and combative newcomers, they 
ought to know the basics of competition, which the government company employees 
have forgotten over the last three decades. It would be survival training for them to 
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compete amongst themselves, with the government retaining only emergency levers 
with itself directly. 

Under the General Insurance Business (Nationalisation) Act, 1972, the 
government has the powers to regulate the terms and conditions of service of officers 
and other employees of the GIC and its subsidiaries. GIC does not have the power. 
However, it is reported that this constitutes the major item of work of the GIC consuming 
sizeable time and resources. 

While ideally in a competitive environment the pay structure and terms 
and conditions of employment of officer and employees of each insurance company 
should be driven by efficiency as reflected in profitability of operations, there can be a 
case for some kind of coordinated approach to this problem on the part of all insurance 
units to eliminate unhealthy competition. The insurance companies can consider setting 
up some industry association (like the old Insurance Association of India) on the lines 
of the one obtaining for the commercial banks where common strategies for common 
issues can be evolved. Government then would have only a guiding role to play to 
ensure that pay structures and terms and conditions of officers and employees of the 
insurers do not go out of sync with the conditions in the industry and the general 
economic environment. (The Ministry of Finance has since notified GIC as the “Indian 
Reinsurer” and also advised GIC to cease underwriting direct aviation and crop insurance 
business and also give operational and functional autonomy to the four subsidiaries. 
Necessary amendments to the General Insurance Business (Nationalisation) Act are 
however yet to be carried out). 

Once this restructuring of the general insurance business is effected, the 
GIC will have to shed all its functions other than that of reinsurance. It should become 
a very compact entity. The four subsidiaries will be government companies but managed 
by their boards of directors. Most of the professional and commercial functions now 
performed by the Insurance Division will be handled by the respective boards of directors, 
with the insurance companies resorting to evolution of common strategies through 
Indian Insurers’ Association, wherever commonality of approach is warranted. 

The GIC at present has strength of 683 people comprising of 233 officers, 
335 supervisory and clerical staff and 115 subordinate staff. Its annual wage bill is 
Rs.2.31 crore. When GIC restricts itself to reinsurance business alone its size will 
shrink to less than 60 and its wage bill to less than Rs.75-80 lakh (at present the GIC 
Division dealing with reinsurance is reported to have staff of 48 with a wage bill of 
Rs.66 lakh). The excess staff can be dispersed among the four insurance companies. 
In any case the entry of private operators is likely to witness significant movement of 
manpower. 
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Insurance Division has been rendering professional and commercial 
services to the insurance companies. These are likely to be superfluous once the 
IRDA becomes operational and the companies become Board managed. The division 
then will be left with residual functions - legislative, parliamentary accountability and 
overall policy. The division has also been functioning as an intermediary between GOI, 
ministries and insurance companies. This is avoidable. In fact the division’s 
intermediation has made the companies less responsive to ministries who may be 
their clients. The companies should be allowed to deal with the ministries directly with 
the division coming into picture only on policy issues. 

At present the Insurance Division comprises a Special Secretary (part 
assignment), one Joint Secretary, two Directors, six Under Secretaries, six Section 
officers and twenty seven assistants, UDCs, LDCs and Class IV Staff in all 43 persons. 
In addition, the division has taken on loan one officer and seventeen staff from LIC and 
two officers and four supporting staff from GIC. In all, the strength of the Insurance 
Division comprises 66 officers and staff. 

With the rationalisation of the work, there would be no justification for the 
division to be headed by a Special Secretary. This post could be abolished. It is 
expected that the residual responsibility devolving on the Insurance Division could be 
handled by 1 Joint Secretary, 2 Directors/Deputy Secretaries, 2 Under Secretaries and 
4 Section Officers, with 18 support staff, totally 27 in all, resulting in a reduction of 16 
personnel of and below Under Secretary level. The right sized Insurance Division can 
then become part of the Banking Division - which could be called the “Banking and 
Insurance Division”. Placement of insurance work in Banking Division would be 
advantageous as in the insurance sector the government can draw upon the experience 
of the Banking Division in evolving a code of relationship between the government and 
the external regulatory authority - which is new to the insurance sector. The relationship 
between Banking Division and RBI could be a role model for relationship between 
government and IRDA. Such an approach will help contain, if not altogether eliminate 
the stresses and strains witnessed before government’s relationship with an external 
regulatory authority stabilises. It would also be able to achieve more rational utilisation 
of manpower as some functions of the Insurance Division can be located in Banking 
Division units handling similar functions in respect of banks e.g. appointments of boards 
of directors, CMD, EDs etc. 

IV. BANKING DIVISION 

Banking Division is currently headed by a Special Secretary, with their 
sub-divisions viz. 


a) Banking Operations 
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b) Industrial Finance 

c) Priority Sectors 

each headed by a Joint Secretary with eight attendant officers of the rank of Directors/ 
Deputy Secretaries, nine Under Secretaries, twenty five Sections Officers/Research 
Officer level officers and a total sanctioned strength of 174 support staff- a total of 220. 

The division handles ownership functions and shoulders parliamentary 
responsibility for 22 public sector banks and major financial institutions, Debt Recovery 
Tribunals, BIFR and AAIFR, legislative responsibility in respect of banking and financial 
institutions and interface with the banking regulatory authority viz. the Reserve Bank of 
India. 

The road map for financial sector reforms places the prime responsibility 
of supervising the observance of prudential norms by commercial banks on the RBI. It 
also sets sight on gradual reduction of government holdings in the equity of the banks 
to 33% without changing their character of being public sector banks. It also envisages 
that these banks should function as board managed and board run companies. When 
this milestone is reached may be in two to three years, the functions and responsibilities 
of the Banking Division will further contract. There is also some duplication of work 
between Reserve Bank of India and the Banking Division in regard to development of 
banking system, credit policy, rural credit, customer service etc. Thus Banking Division 
can shed some manpower at Joint Secretary and lower levels also but this is not 
recommended now in view of the fact that some major legislative work relating to Non- 
Banking Financial Companies, reduction in equity holding of govt, in nationalized banks, 
greater empowerment of Reserve Bank of India etc., which are part of the financial 
sector reforms, needs to be put through in the coming two years. 

Finally, it is felt that the Banking Division being headed by a secretary 
level officer creates an anomalous situation as Secretary, Economic Affairs also has 
direct responsibility for the efficient functioning of this division. This aspect becomes 
all the more important as it is the Secretary (EA) who is on the Board of Governors of 
RBI and also deals with multilateral financial agencies. It is therefore, recommended 
that the post of Special Secretary, Banking be replaced by that of an Additional Secretary, 
who will be in charge of the integrated Banking and Insurance Division. This way both 
divisions will function under the direct control and supervision of Secretary (EA). 

Sick Industrial Companies (Special Provisions) Act, 1985: 

The Banking Division, through Board of Industrial and Financial 
Reconstruction and Appellate Authority for Industrial and Financial Reconstruction, 
administers the Sick Industrial Companies (Special Provisions) Act, 1985, commonly 
known as SICA. The objective of the Act as spelt out in its 
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Preamble was 

“to make, in the public interest, special provisions with a view to securing 
timely detection of sick and potentially sick companies owning industrial 
undertakings, the speedy determination by a Board of experts of the 
preventive, ameliorative, remedial and other measures which need to be 
taken with respect to such companies and the expeditious enforcement 
of the measures so determined.” 

The Board for Industrial and Financial Reconstruction (BIFR) was set 
up in January 1987 and became functional with effect from May 15, 1987. An 
Appellate Authority for Industrial and Financial Reconstruction (AAIFR) was 
constituted in April 1987. 

The BIFR and AAIFR have thus completed 13 years of existence and it 
would be desirable to undertake a critical performance review of these organisations to 
determine whether they have sub-served the objectives for which they have been set 
up or failed to do so and if so, whether they need to be revamped or whether the said 
objectives are not likely to be achieved by the organisations and therefore they need to 
be abolished. 

Any assessment of BIFR’s working has to be with reference to the basic 
three corner stones of 

a) Timely detection of sick and potentially sick companies 

b) Speedy determination of preventive, ameliorative and remedial measures 
and 

c) Expeditious enforcement of the measures so determined with the 
reinforcing fourth corner of the edifice that all this was to be done by the 
Board comprising experts. 

(a) Timely detection of sick and potential sick companies: 

The criteria to determine sickness in an industrial company are 

(i) , Accumulated losses equal to or more than its net worth 

(ii) company having completed five years since inception 

(iii) company should have 50 or more workers on any date in a year 

(iv) it should have a factory licence 

By its very nature the detection of sick industrial undertaking is very 
late if it has to await the erosion of the entire net worth of the industrial company, 
making it extremely difficult, if not impossible, to design and implement a viable 
rehabilitation scheme. 

So far as potentially sick industrial companies are concerned, there has 
hardly been any preventive action on the part of the Board to save the companies from 
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becoming sick. Up to end of 1998, BIFR had received reports under Section 23 of 
SICA (reporting accumulated losses eroding 50% or more of its peak net worth during 
preceding four financial years) in respect of 1292 companies. Of these 394 companies 
became sick and made subsequent references to the Board under Section 15(1). The 
Board places the responsibilities of detecting and tackling incipient sickness on the 
banks and financial institutions in the context of RBI guidelines on the subject. 

(b) Speedy determination of preventive, remedial, ameliorative or other 

measures: 

The SICA mandates BIFR to speedily evolve measures for tackling 
sickness of an industrial company. However, the performance of the Board in this 
regard is marked by excessive delays. The process adopted by the Board is excessively 
time consuming, providing numerous opportunities for multiple loops, which results in 
shuttling of the case between different parties to the process. Table below gives average 
time taken for 141 cases disposed of by the Board during 1998. 



Dismissed 

as non- 

maintainable 

Rehabilitation 

Scheme 

Sanctioned 

Winding up 

recommen¬ 

ded 

i Others 

No. of cases disposed of 

31 

49 

54 

7 

Average time gap between 
registration and first hearing 

47 days 

118 days 

128 days 

92 days 

Average time take for 
disposal from first hearing 

70 days 

1560 days 

1340 days 

1680 days 

Average time taken for 
disposal from the date of 
Registration 

117 days 

1678 days 

1468 days 

1772 days 


It would be seen that on an average disposal of a reference in respect of 
a sick industrial company - which we have seen comes to BIFR almost at terminal 
stages - takes 1678 days i.e. almost five years for sanction of a rehabilitation scheme 
or 1468 days or about 4 years for recommendation of winding up. By virtue of Section 
25 of SICA every party aggrieved by an order of the Board can prefer an appeal to the 
AAIFR. Since its inception the Appellate Authority has upto 31 st December, 1999 
entertained 1796 appeals against various orders of the Board. 

One of the reasons cited for delays in the disposal of registered cases by 
BIFR is its marked preference for exhausting all possibilities of rehabilitation which 
appears to stem from the belief that ‘public interest’ appearing in the Preamble to SICA 
can be sub served only if a company can be saved - the cost in terms of actual financial 
concessions / write offs / subsidies or opportunity cost in terms of continued sub- 
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optimum use of productive assets and locked up financial resources not entering the 
Board’s calculations at all. 

BIFR’s propensity to look for rehabilitation of sick companies has had 
three serious consequences viz. 

a) It has lengthened the process 

b) It has prevented BIFR from credibly using the threat of winding up under 

Section 20(4) to force consensus 

c) It has given tremendous opportunities to unscrupulous promoters to delay 

matters. 

The approach of the Board to the problem of sick companies has been 
marked by its persistence with existing management - although analysis have shown 
that managements are responsible for over 50% of the sickness in industrial companies. 
That is why managements are happy to be in the BIFR protection - registration of the 
case giving them immunity from action by creditors/labour to recover their dues - and 
play every trick of the trade to continue in that protection. Thus, the existing 
managements have a vested interest in prolonging the disposal process in the Board. 
This has been endorsed by the banks and financial institutions. State Bank of India, for 
example, have the following to say in this regard: 

“...it has also been our experience that most of the borrowers that 
have approached BIFR, have done so to avoid legal action by their creditors and 
postpone lenders from taking timely remedial legal action for recovery of dues during 
which time current assets are run down. This is a major factor contributing to the 
result that rehabilitation packages get finalized in so few of the numerous cases 
registered by BIFR.” 

( c) Expeditious enforcement of the measures 

The SICA enjoined BIFR to expeditiously enforce the speedily determined 
measures to deal with sick industrial companies. 

BIFR’s track record of implementing the remedial measures evolved after 
procrastinated endeavour has not been encouraging. Available data show that the 
revival plans as are evolved remain under implementation for years. 

As at the end of December 1999, BIFR reported 223 schemes having 
been revived. Of these, 88 had taken more than 7 years. 149 or 67% had taken more 
than 5 years to revive. 

On the same data 420 cases were reported to be under revival. Of these, 
more than 268 or 64% were 7 or more years old. 

Serious doubts arise also about efficacy of the BIFR’s ‘enforcement’ of 
the remedial measures. As of December 1998, BIFR had 428 revival schemes under 
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implementation. In respect of only 26 schemes the performance was more than 75%. 
Another 31 had performance between 50% and 75%. There were 128 schemes where 
the performance was less than 50% and 243 schemes in respect of which the Board 
had no reports. If the last two categories are to be considered as doubtful of success, 
87% of the cases under revival are in danger of failure and return to BIFR fold for 
another round of merry-go-round. Upto end- December 1999 BIFR had reported 479 
schemes as having failed and reopened and fresh schemes sanctioned or cases 
recommended for winding up of companies. 

As of December 1999 BIFR reported a total of 1003 pending cases. 
These contained 31 cases where schemes had failed and the cases reopened. Among 
the failed cases 19 were more than seven year old. In other words in 19 cases 
seven-year period has been infructuous and these were at the threshold of a further 
enquiry by BIFR. 

Even where BIFR came to the conclusion that rehabilitation was not 
possible - it did so in respect of 666 cases upto December 1999 - it recommended 
only winding up of the company, though SICA gives BIFR a carte blanche to design 
any restructuring package that it deems fit - rehabilitation, mergers, acquisition, 
outright sale, workers’ cooperative, asset restructuring, hiving off unproductive 
divisions and much more. BIFR has not considered options other than rehabilitation 
or winding up and that too through High Courts and not under Section 20(4), which 
permits sales of assets. 

Recommendations for winding up have had the effect of merely prolonging 
the problems of all parties connected with the sick industrial company except their 
promoters. The liquidation process is again a lengthy one, riddled by further litigation 
on procedural wrangles requiring time, which the promoters have been known to utilize 
for stripping the companies of their assets. World Bank too in its report has observed 
that neither SICA nor BIFR recognise that incumbent management always has a great 
informational advantage compared to outside creditors and allow existing managements 
to run a bankrupt company during the period of reorganisation. Studies of companies 
under BIFR have shown that in the final reorganisation decision, secured creditors had 
to make large write offs on their exposure, while managements and shareholders did 
not. For example, information received from IDBI reveal that in the case of 7 units 
deregistered by BIFR it received Rs.23 crore as against total dues of Rs.40 crore - 
waiver of Rs.17 crore. In respect of aggregate dues from 13 fully repaid units the 
amount received was Rs.93 crore as against a total demand of Rs.199 crore - waiver 
of Rs.106 crore. These are cases where the units have paid off institution’s dues as 
crystalised in BIFR Scheme. There are 21 more units in IDBI’s fold, which are under 
rehabilitation, but are defaulting in payment of IDBI’s dues even under the rehabilitation 
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package. In these units IDBI’s original exposure was Rs.298 crore. Waiver of interest 
and liquidated damages under BIFR scheme amounted to Rs.145 crore. In 30 cases 
the rehabilitation schemes of BIFR are reported to have failed. These have an original 
IDBI exposure of Rs.172 crore and BIFR crystalised dues at Rs.109 crore. 

Section 33 of SICA empowers BIFR to impose penalties under the Act 
for offences related to violation of the provisions of the Act, violation of any order of the 
Board or giving false information to the Board. As of December 1998, BIFR has issued 
60 show cause notices under Section 53 to promoters or CEO/MD of the company. 
Explanations in 52 of these were accepted by the Board. In one case where the Board 
wanted to proceed further, High Court’s intervention was secured and action stayed. 

The concessional regime implicit under a BIFR rehabilitation package 
being carried over such prolonged periods has involved sizeable costs, albeit the costs 
being distributed over a number of parties. There has been neither assessment of 
such costs nor any systematic cost benefit analysis of such revival packages-making 
revival an end in itself rather than an economically sound option. 

The assessment of the role and functions of the BIFR as conveyed by 
some of the leading banks and financial institutions does not project a flattering picture. 
One has pointed out that it has been it’s experience that most of the borrowers taking 
recourse to BIFR had done so only to avoid legal action by the creditors, thus precluding 
timely remedial legal action for recovery of dues, even as they (borrowers) continued to 
run down current assets. Another has pointed out that a number of defaulting borrowers 
had resorted to filing of cases before BIFR without adequate and valid reasons with a 
view to getting protection from legal procedures, both civil and criminal. Yet another 
financial institution has referred to the BIFR process as a ‘bleeding death’ of the unit 
concerned, a slow process that effectively thwarts attempts for speedy rehabilitation of 
units as well as for early realization of the dues by the lenders. The Central Vigilance 
Commissioner has had occasion to draw the Banking Division’s attention to the need 
for scrapping of SICA, as part of the package of measures for bringing about better 
financial discipline among borrowers and reducing the scope for corruption in the 
financial sector. 

Labour unions too have been unhappy with the process adopted by 
BIFR for dealing with sick industrial companies. Under Section 22 of SICA there is 
suspension of legal proceedings including recovery of dues. A large amount of workers’ 
dues have accumulated as a result of non-payment of wages, salaries, provident 
fund dues, gratuity, ESI dues etc. In fact, the Thirty-sixth Session of the Indian Labour 
Conference had for consideration the subject of, ‘Social Dimension of Industrial 
Sickness’, which inter alia raised the question of continued relevance of BIFR to 
tackling the question of industrial sickness. 
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(d) Board of Experts: 

Finally, the Board has never functioned as a body of experts. It has 
generally been manned by generalists drawn from various services of the government 
and retired chief executives of banks. The Board has never had top professional 
experts from the fields of management, accountancy, marketing, industrial planning, 
finance and so on. The Board has also not been able to draw upon expertise available 
outside. The operating agencies too have been mostly from among the financial 
institutions or banks, which by their very nature of exposure, training and management 
code are interested in quick surgical treatment of the problem involving change of 
management, sale of assets and realization of dues or one time settlement and 
cutting down losses. They are averse to processes where doubtful debts at 
concessional interest rates have to be carried in their books for years, only to find 
that ultimately the loss sustained is far higher than what an immediate forcing of the 
issue would have involved. 

In the changed economic environment BIFR in its present form and with 
its present processes, is not conducive settlement of matters pertaining to sick industrial 
companies. With mergers, acquisitions, hiving off divisions, companies restructuring 
to focus on their strength becoming the order of corporate management, prolonged 
and costly efforts to revive terminally ill companies have to be discontinued. The 
rehabilitation of a sick company, if that is possible in economic terms, must be left to be 
attempted by FIs/banks and secured creditors strictly guided by cost benefit analysis 
of such efforts. If not, the secured creditors should have the right to sell the assets/ 
undertaking to recover their dues as is done by SFCs/SIDCs. The fund/assets released 
would generate employment, if not in the specific sick unit then elsewhere. The impact 
of such a measure on the wider labour market is not likely to be adverse. 

Conclusion 

The BIFR and AAIFR were conceived and set up in an era marked by 
regulated economic environment. Investment was at a premium and chanellised by a 
system of licences and permits. In such an environment the attempt was to protect the 
investment even with financial props when the market forces had decreed the investment 
as a failure. 

If an unit runs into problem, the causes need to be identified quickly so 
that either a package of measures could be put together to secure the early revival of 
the unit - thus protecting the interests of the labour, of the lenders and of the promoters 
- or in the alternative facilitate early action for the closure of the unit and the recoveries 
of the dues to the labour as well as the lending institutions. The lenders of resources to 
the venture are perhaps best placed to take an early view on whether the unit could be 
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revived - after all this could also be in their own self interests - or whether speedy 
action should be initiated for the recovery of their dues. The BIFR/AAIFR mechanism, 
has not, over the last twelve years, contributed to early resolution of the problems, 
either way. The process has only led to delay in decision making in most cases, a time 
period during which current assets are run down further, even as the lenders of resources 
and the labour are made to wait helplessly for the recoveries of amounts due to them. 
Such reining in of market forces could only lead to impairment of the investment climate. 

In the circumstances it would be best to allow commercial considerations 
to prevail in these cases and wind up BIFR and AAIFR, through repealing SICA. These 
two organisations have a sanctioned strength of 42 Group A posts, 45 Group B posts, 
72 Group C posts and 52 Group D posts. The total establishment cost of these two 
organisations is budgeted at Rs.3.12 crore while the total Budget provision is for Rs.8.68 
crore. 

V. NATIONAL SAVINGS ORGANISATION 

The National Savings Organisation (NSO) an attached office of the 
Department of Economic Affairs was set up in the late 1940s, to assist in the mobilisation 
of small savings, arrange for publicity in regional languages so as to promote saving 
habit in rural areas and to undertake overall coordination work with the state 
governments, post offices, banks etc. 

The NSO is headed by the National Savings Commissioner, with 
headquarters at Nagpur. He is assisted by one Joint Commissioner and three Deputy 
Commissioners and support staff at headquarters. Its field organisation comprises 26 
Regional Directors of National Savings functioning from state capitals and big cities 
and 32 field officers all over the country. The total strength of the organisation is 1191 
of which 31 are Group A officers. Its total annual budget is Rs.20 crore of which 
Rs.1.38 crore is on publicity. 

The various small savings schemes promoted by the NSO are Post Office 
Savings, Post Office Time Deposits, Post Office Recurring Deposits, Post Office Monthly 
Income Accounts, National Savings Scheme 1992, Kisan Vikas Patra, National Savings 
Certificates VIII Issue, PPF Scheme, Deposit Schemes for retiring Government 
employees and Retiring employees of public sector companies. 

‘Small Savings’ as the resources mobilised under these schemes are 
called, are shared with state governments as part of resource mobilisation for plan 
schemes. Out of the net small savings collections, every year loans have been 
advanced to state governments to meet Plan expenditure. Up till 1.4.2000, 75% of 
the net collections were advanced to states as loans through investment in State 
Securities. Since then, the states share in the net small savings collections has been 
raised to 80%. 
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Over the years small savings have become a very important source of 
funds for the state governments to meet their annual plan outlays. For example, in 
case of West Bengal, small savings account for 77% of the plan outlay in 1999-2000 
compared to 45% in 1996-97. In Maharashtra the relative percentage are 33% against 
12%, in case of Punjab they are 63% against 33%, etc. Besides, mobilization of small 
savings is not uniformly attempted in all states. Eight states, for example, accounted 
for more than 58% of the gross small savings collections in 1998-99. 

For the year 1999-2000, the net small savings collections were over 
Rs.38,000 crore and states were released Rs.27, 000 crore - an increase of Rs.3200 
crore over the previous year. 

Since these funds are raised with the guarantee of Government of India, 
their mobilization does not depend on the financial soundness of the states. This high 
cost borrowing thus becomes an easy option, compared to other options like raising of 
taxes, effecting economy in expenditure and so on. All the states now have Directorates 
of Small Savings for popularizing the various small savings schemes in their states. 
These directorates too have field organization in the form of District Savings Officers 
and a battalion of agents to tap the savings. In fact, so critical has become this source 
of funds for states’ Plan efforts, that targets of small savings mobilisation are handed 
down to the collectors who, naturally, put the entire revenue collecting machinery on 
the small savings mobilisation drives.The state governments have also shown ingenuity 
and willingness to embellish the savings mobilisation drives with incentives to agents 
and allurements to subscribers in the form of schemes with the contours of lotteries 
where each person putting a certain minimum investment gets a ticket to participate in 
a draw with highly attractive prizes which include housing board flats, cars and cash. 
Twenty-one states have reported having 1871 ministerial staff and 1533 field officers 
devoted to mobilisation of small savings. Their total expenditure on establishment and 
incentives to agents and investors exceeded a whopping Rs.166 crore. The publicity 
expenditure was in the region of about Rs.45 crore. 

In view of these developments, it is felt that there is little justification for 
continuing the National Savings Organisation with its all-India structure. It is, however, 
recognized that a small organisation of expert officers to collect and collate data in 
regard to small savings, to ensure timely supply of securities to post offices, to generate 
studies and provide policy inputs in regard to small savings instruments, their tenures, 
interest rate structure, rules governing withdrawals etc. may be necessary. This objective 
will be served by having a smaller office at the headquarters with no more than 6-8 
officers, 4/5 research officers/assistants and about 10-15 support staff. The regional 
directorates and all field offices should be abolished. The office of the Director should 
be fully computerised so as to dispense with manual compilation. Training programmes 
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to be conducted by the Directorate should be limited to state level officers only and 
should be carried out in association with established institutions on the lines of 
management development programmes. 

Some other aspects of the Small Savings schemes also deserve attention. 

First among these is the question of engaging agents to mobilize small 
savings. Conceptually, agents were considered essential because it was apprehended 
that small savers would shy away from the procedural requirements of depositing their 
savings in post offices or banks. Thrust of the schemes on reaching poorer and 
uneducated masses was also a reason why agents were considered a necessity. These 
objectives have not been sub served. Agents are now mostly concentrating on urban 
and metropolitan areas and that too on large subscribers. Agents dedicated to mobilizing 
very small savings among the poor are few and far between. The Mahila Pradhan 
Kshetriya Bachat Yojana (MPKBY) directed toward gainful employment to women has 
also not yielded the desired results as the scheme is mostly worked by male relations 
in the name of a lady in the family. There are also reports that the agents do not 
canvass any business but have a liaison with postal employees, which ensures their 
stamp being affixed even on an investment directly received by the post office. (This is 
reportedly being tackled with distinct coloured forms for direct subscription and 
subscription through agents). There are also reports that agents share their commission 
with the subscribers (as an incentive) and postal employees (as a facilitation fee). The 
rates of commission range from 1% to 5% (recently reduced to 4%) and are too high 
given the kind of effort that is put in by the agents to secure investment and push up the 
cost of these funds. 

In the circumstances, and also considering the increasing role of the 
states in promoting small savings, the appointment of agents and payment of 
commission to them by the central government should be discontinued leaving it to the 
states to extend suitable incentives for promoting small savings. 

Another aspect, which needs a study, is to determine which instruments 
of small savings should continue. Data on collection of small savings shows that of the 
10 schemes under which small savings are mobilized, only six appear to attract 
subscriptions accounting for 99.5% of the net small savings collections. The cost- 
benefit assessment of continuing small savings schemes should be undertaken and 
redundant schemes terminated. Besides, government also needs to take cognizance 
of possible abuse of small savings instruments available in large denominations. 
Government abolished Indira Vikas Patra as it was suspected to have been widely 
abused being a bearer document. Kisan Vikas Patra is also reportedly open to abuse. 
One cannot claim that it is directed towards small farmers when the instrument is 
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available in a denomination of Rs. 50,000. Moreover, in this scheme there is no 
provision for deduction of tax at source possibly on the grounds that the contributions 
would mostly be farmers and non-income tax assesses. A quick sample survey needs 
to be undertaken covering a dozen centres where the collections under this scheme 
are quite substantial to determine where the contributors are mostly genuine small 
savers or whether the scheme, with its attractive interest rates, non-deduction of tax at 
source and early transferability is being taken advantage of by large savers and 
unscrupulous elements. It is also necessary to evaluate the rules governing deposit/ 
withdrawal of small savings to ensure that investors do not manipulate procedures to 
earn high interest rates on short term deposits as was reportedly feasible under 
Recurring Deposit Scheme. Equally necessary is to examine whether interest rates 
offered under the scheme, are far out of alignment with the interest rate regime prevailing 
in the market. 

All these aspects need to be urgently studied by the government and 
necessary corrective actions taken before the next financial year. 

VI. INDIAN INVESTMENT CENTRE 

The Indian Investment Centre (IIC) was established as an autonomous 
organization in 1960 with the objective of doing promotional work abroad to attract 
foreign investment in India and assisting Indian investors in promoting joint ventures 
abroad. In addition to the head office at New Delhi, the India Investment Centre had 
also set up offices abroad at New York, London, Abu Dhabi, Frankfurt, Singapore and 
Tokyo. A Chief Commissioner (Investments & NRIs), who would also be the ex officio 
Chairman of the Indian Investment Centre was appointed in 1995, though the Cabinet 
decision to this effect was taken in September 1991. 

Compulsions of economy in expenditure, particularly on the foreign 
expenditure side led to the closure of foreign offices of the Indian Investment Centre in 
1991, while reservations about its effectiveness made government decide in 1997 that 
the head office at New Delhi should also be wound up. However, the reduction in 
investment flows as well as in foreign aid, in the post Pokhran scenario, led to a rethinking 
on the subject. It was also then felt that there was a need to spread the message of 
‘duty towards nation’ to ensure increased flow of foreign investment from NRIs. 
Consequently, an ambitious programme for restructuring the IIC was drawn up 
envisaging an expenditure of nearly Rs. 30 crore in the years 1999-2000 and 2000- 
2001 and a recurring expenditure level of Rs. 12 crore per annum in the subsequent 
period. Currently IIC has sanctioned staff strength of 126 (actual number in position 
87) and an annual budget of around Rs.2.5 crore. The allocation of Business Rules 
was amended in 1999, placing the Chief Commissioner (NRIs) in the Ministry of External 
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Affairs. But the appointees as Chief Commissioner, Investments and ex officio Chairman 
IIC have continued to function under the Department of Economic Affairs. 

With the advent of the economic reforms, there has been a steady surge, 
except for a short period - ‘post Pokhran’, in the investment flows to India. That in spite 
of this steady surge only 3 Indian/NRI investors had sought IIC’s support for finding 
partners for joint ventures in India in 1999-2000 clearly establishes that those wishing 
to take advantage of the liberalisation scenario in India and make investments have 
successfully made use of the expanding network of consultants and local partners not 
only for getting clearances but also for implementing the projects. It is thus obvious, 
that the task of providing liaison work and escort services to prospective investors, 
NRIs as well foreign investors, is best left to private initiatives. 

This does not however mean that there is no need at all for a body like 
the Indian Investment Centre. Even after 10 years of reform process, the style of 
functioning in many ministries has still not changed significantly and obtaining information 
even of a non-classified nature continues to be a major problem. This problem acquires 
an added dimension whenever there are major changes in the procedures followed by 
the different ministries. It will therefore be necessary to have a compact officer oriented 
organisation mainly for the purpose of collecting up-to-date information and data on 
procedures followed by the different ministries for giving various clearances and for 
making these available to all investors who seek such information be they foreign 
investors, NRIs or even domestic investors. This office could also undertake promotional 
campaigns with a view to securing larger inflow of investment. It could undertake 
comparative studies vis-a-vis other developing countries so as to determine the lines 
on which India should take action for maximizing investment inflows. Provision of liaison 
and escort services should be more the exception than the rule. 

This officer oriented organisation could be headed by an Executive 
Director in the rank of an Additional Secretary/Joint Secretary, and consist of four or 
five Advisors/Consultants in the rank of Directors, each supported by one Economic 
Investigator and the office as a whole having one Administrative Manager with some 
common support staff. The total staff strength may not exceed 20 compared to the 
present staff strength of 126. More importantly this outfit should seek to function as a 
paperless office, with the office being fully equipped with all IT facilities including a 
website of its own and all officials being fully conversant with the use of these facilities. 
All existing personnel who cannot be fitted in the restructured organisation could be 
treated as ‘Surplus’ and extended appropriate retirement/separations packages. 

As far as the location of this office is concerned, two options suggest 
themselves. The Department of Industrial Policy Promotion could be one option as 
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FIPB is located in that department. The second option is the Department of Economic 
Affairs which has been functioning and will continue to function as the main think tank 
for advising on the reform process, not only in areas like banking, insurance, capital 
markets, tax and tariff reforms areas where the responsibility for implementation is 
vested in the Finance Ministry itself but also in regard to the deregulation and opening 
up in the various other ministries as well. The restructured Indian Investment Centre 
should therefore continue to function under the Department of Economic Affairs with 
Secretary, DEA being its ex-officio Chairman. 

Given the tremendous advances in communication facilities, it should be 
possible for all ministries to interact with each other, with 11C acting as a focal point and 
respond, without delay, to all enquiries, wherever these may be received. It will not 
therefore be necessary for any other ministry to have a separate cell or set of officers 
for discharging such functions and all positions created in these ministries for this 
purpose, including those of Chief Commissioner (NRI & Inv), Additional Secretary and 
other staff in MEA, should be abolished. Equally it will not be necessary for IIC to have 
any offices abroad - Indian embassies abroad could discharge these functions with 
their existing staffing strength by liaising with IIC. 

Government could also consider encouraging NRIs as a group to set up 
an office at New Delhi, to liaise with Government not only on matters relating to 
investments but also on various other issues of importance to them. Given their track 
record abroad, it is a fair assumption that the NRIs would be able to do an excellent job 
and what they would need by way of encouragement, will not be any resource support 
from government but an offer of recognition. Such an office, could, through liaising 
with IIC, function as a clearing house for all requests for information and also provide 
escort services to all investors who seek it. 

VII. MINTS AND PRESSES 

Four mints at Mumbai, Calcutta, Noida and Flyderabad, two Currency 
Note Presses at Nasik and Dewas, two Security Printing Presses at Nasik and 
Hyderabad and the Security Paper Mill at Hoshangabad, nine units in ail, with a total 
work force of about 25,000 and an annual turnover of over Rs.1000 crore are managed 
by the Currency & Coinage division of the Department of Economic Affairs. This division 
functions under a Joint Secretary who is also in charge of European Economic 
Community and Administration Divisions. 

Of the four mints, the one at Noida is a comparatively new one having 
been set up in 1988, with stamping facilities only. The other three are composite mills 
with facility for production of blanks as well as for stamping. Those at Mumbai and 
Calcutta are being modernized while in one at Hyderabad, an altogether new unit has 



32 


been set up at a different location (Cherlapally) and managed by a workforce of about 
250, drawn from the parent unit at Hyderabad. Against an indent of 8 billion pieces in 
the current year, the 4 mints, after taking into account the modernisation will have a 
total capacity of nearly 4.7 billion pieces. But the actual production and productivity 
levels are quite low and will be seen form the statement below: 


Unit 

Workforce 

Production 

Productivity per worker 




(in million piece) 

(in lakh pieces) 


Industrial 

Others 

1998-99 

1999-2000 

1998-99 

1999-2000 


Workers 






NOIDA 







(only stamping) 

163 

111 

810 

901 

29.6 

32.9 

Calcutta 

1942 

528 

525 

660 

2.1 

2.7 

Hyderabad 

685 

496 

471 

620 

4.0 

5.2 

Mumbai 

1871 

239 

512 

631 

2.4 

3.0 

Total 

4661 

1374 

2318 

2812 

3.8 

4.3 


Even though, the productivity per worker at Noida, where only stamping 


is done, is strictly not comparable with the productivity in other three units which are 
composite mints, it is obvious that the productivity of Noida unit is several times more 
than in the other three units. Even among the three units, it is seen that the productivity 
at the Hyderabad unit is double that the Mumbai Unit and nearly triple that at the 
Calcutta unit. The mints at Calcutta, Hyderabad and Mumbai are heavily over staffed 
and there is a need, now that the units have been fully modernized, for a drastic 
downsizing of the work force, say by at least 60 to 70 per cent. 

As will be seen from the statement below, the cost of production in these 
units compares quite unfavourably with the cost of imports. 

Cost of import/production of Coins 
( Rs. Per coin ) 


Denomination 

Import 

Mumbai 

NOIDA 

Hyderabad 

Calcutta 

Rs.5 

1.62 

3.5 

2.09 

3.98 

3.98 

Rs.2 

1.31 

2.3 

1.15 

2.37 

1.91 

Rs.1 

0.50 

0.9 

0.57 

0.79 

0.75 

50 Paise 

NA 

0.6 

0.47 

0.61 

0.55 

25 Paise 

NA 

NA(0.6)* 

0.38 

0.48 

0.37 

10 Paise 

NA 

NA(0.4)* 

NA 

NA 

0.34 

‘relate to 1997 
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Though the output of the units at Hyderabad, Mumbai and Calcutta is far 
below the total capacity, it is seen that a sum of Rs.9.47 crore was paid as incentive to 
workers in 1998-99 as against the wage bill of Rs.54.21 crore! It is also seen that in 
1998-99, there was an overtime payment of Rs.18.4 crore. All these clearly establish 
that the targets for production are set at exceedingly low levels, a clear indication of the 
bargaining power of the workers’ union in these units. 

Currency Note Presses 

Of the two Currency Note Presses managed directly by the government, 
while at Nasik all ten lines of production have been fully modernized, at Dewas only 
two of the five lines of production have been modernized. The total capacity of these 
two units with nine hours working per day is about 5.8 billion pieces. The two Bank 
Note Presses set up recently, one at Mysore and the other at Salboni by Bhartiya 
Reserve Bank Note Mudran Nigam of the Reserve Bank of India, have a capacity of 
9.3 billion notes per annum, with eight hours single shift working. Against this combined 
capacity of over 15 billion pieces, the current demand, particularly with the phasing 
out of the one rupee, two rupee and five rupee notes, is only 10 billion pieces. This 
clearly establishes that there is not only no case for modernizing the remaining three 
lines of production at Dewas but also that production in these three lines could well 
be phased out. 

As will be seen from the following table, which sets out the workforce and 
productivity in the four presses, the productivity of the two government presses, not 
withstanding modernization, is abysmally low when compared to that in the other two. 


Workforce and Productivity in Government/ 
RBI Currency Presses 
(1999-2000) 


Note Press 

Workforce 

Production 

(million pieces) 

Productivity Per 
employee (million 
pieces) 

Government 




Currency Note Press, Nasik 

4650 

2744 

0.59 

Bank Note Press, Dewas 

2549 

2641 

1.03 

RBI 




BRBMNL, Mysore 

504 

2792 

5.54 

BRBMNL, Salboni 

525 

1928 

3.48 


This statement clearly establishes the need for a drastic downsizing, say 
at least 70%, in the workforce of the currency presses at Nasik and Dewas. As, in the 
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mints, in these presses also while productivity is quite low, overtime payments have 
been quite high at Rs.40.16 crore during the last year compared to the wage bill of 
Rs.55.41 crore. With RBI being the monopoly buyer of the out put, the question of 
these four presses, all in the “public” sector, competing with each other does not arise. 
At the same time, the management of two units by government and the other two by 
the Bhartiya Reserve Bank Note Mudran Nigam could pose problems of coordination 
in matters like import of paper etc. in the years to come. It will be of advantage to bring 
all four presses under one common management. 

The Security Paper Mill located at Hoshangabad is an old unit having 
been set up in the year 1967. This mill has an installed capacity of 4500 tonnes per 
annum. However, in the last three years the production has been around 2900 
tonnes, i.e. 66% of the capacity. The productivity per employee is not only low but 
has also been going down in the last three years from the 1.63 m. tonnes in 1997- 
98 to 1.46 m. tonnes in 1998-99 and 1.39 m. tonnes in 1999-2000 while the cost of 
production during this period has gone up form Rs.1.93 lakh per m. tonne to Rs.2.30 
lakh per m. tonne. With the steady increase in demand, nearly 75% of the paper 
required for printing of bank notes is now imported. The quality of the paper produced 
at the Hoshangabad unit is reported to be quite inferior when compared to the 
imported paper. 

Of the two Security Printing Presses the one at Saifabad at Hyderabad 
has a work force of 879 while the one at Nasik has nearly 6200. The productivity per 
employee in 1999-2000 in terms of value of production was Rs. 2.07 lakh per annum at 
Nasik press and Rs. 3.6 lakh at Hyderabad press. If the comparison of the productivity 
of the two bank note presses directly functioning under the Government with the two 
new units set up under the RBI is any guide, then possibly in these two security printing 
presses also the total workforce could be considered as very large, exceeding the 
optimum requirement by at least a factor of four. 

As in the case of some of the units discussed earlier, in the India Security 
Press, Nasik also the overtime payment in 1998-99 was quite high at Rs.30.55 crore 
compared to the wage bill of only Rs.25.03 crore in that year. 

Both units produce variety of products, numbering over 200, catering to 
the requirements of the Department of Posts, National Savings Organisation, the Ministry 
of External Affairs (Passports), non-judicial stamp papers, etc. That the Department of 
Post has been quite unhappy both with the pricing of its requirements and aiso in 
regard to adherence to the schedule of delivery is evident from their decision to farm 
out part of the requirements to the private sector presses. If on grounds of cost 
advantage and timely delivery, the Department of Posts shifts a major part of its 
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requirements to the private sector then to that extent the output of the two security 
presses will go down further drastically. 

In the light of the above factual position, it would be desirable to take 
action on the following lines: 

1) Considering that the work force in all the units other than at the mint at 
Noida, is far in excess of the optimal levels, there is need for a substantial 
downsizing of the work force in these eight units. Pending the 
determination of the surplus personnel at each level in these units, by a 
professional body, a liberal retirement/separation package, on the lines 
recommended by the Commission in the Second Report, needs to be 
introduced straightaway in these units. 

2) Considering the low levels of productivity and output, even where lines of 
production have been modernised, there is also a need for improving 
managerial efficiency. In particular, its needs to be examined to what 
extent these units could be freed from the usual government procedures, 
which are often time consuming, be it in making appointments, floating 
of tenders etc. 

3) As the current levels of production in these eight units are far below the 
installed capacities, there is no case for payment of incentives or overtime 
allowances. This should be stopped. 

4) As the present installed capacity of the four bank note presses is around 
15 billion notes, as against the indent of only 10 billion notes, the 
production in the three lines which are yet to modernised at Dewas could 
be phased out. 

5) The present arrangements, under which two bank note presses function 
directly under the Government while the other two are with the Bhartiya 
Reserve Bank Note Mudran Nigam of the RBI, are not conducive to taking 
coordinated action, in matters like procurement of security paper etc. It 
will therefore be advisable to transfer the two units at Dewas and Nasik to 
the control of Bhartiya Reserve Bank Note Mudran Nigam. 

6) In the Security Paper Mill at Hoshangabad production is very low and 
the quality of the product quite poor. Even if it is to be modernised, 
reportedly the scope for expansion of the capacity is very limited. In 
this scenario, if it is considered that in an item like bank note paper, 
excessive dependence on imports should be avoided that objective can 
be achieved only through setting up a new unit with a much larger 
capacity than the one at Hoshangabad. Considering that the only ‘buyer’ 
would be the Bhartiya Reserve Bank Note Mudran Nigam (given the 
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earlier recommendation) ideally this unit should be set up by the Bhartiya 
Reserve Bank Note Mudran Nigam itself. If it has to be in the private 
sector, then that would have to be on the basis of a clear statement of 
intentions for procurement from the proposed unit by the Bhartiya 
Reserve Bank Note Mudran Nigam. When such a proposal takes shape, 
the production at the SPM at Hoshangabad could be phased out or in 
the alternative the unit privatised. 

7) Through a proper separation of the ‘production-mix’ at the Nasik and 
Hyderabad Security Printing Presses, the unit at Hyderabad could be 
dedicated exclusively for meeting the requirements of the Department 
of Posts, and the management of the unit transferred to that Department 
of Post. 

8) At present the payment for the Bank Note Presses are made on a 
cost plus basis, while for the mints it is on the basis of the face value 
of the coins. This completely distorts the working results, showing 
surpluses even while productivity is low and cost of production quite 
high. The system of payments by the RBI would need to be changed 
to reflect correctly the levels of efficiency and productivity of the mints 
and presses. 

9) If it is not found feasible to take effective steps for improving managerial 
efficiency, within the framework of rules and regulations as applicable 
for units directly functioning under government departments, then the 
option of placing ISP Nasik and the four mints under a corporate body 
could be explored. Whether corporatisation of the mints would require 
an amendment to the Indian Coinage Act would also need to be 
examined. 

VIII. OTHER DIVISIONS; 

(a) FUND BANK DIVISION: 

The Fund Bank Division deals with World Bank, IMF, IDA, G-24 meetings, 
World Bank Assistance to different projects in various sectors, IFC, IFAD, India 
Development Forum Meetings etc. 

An Additional Secretary currently heads the Division. As the officer in 
charge of this division and the Secretary go on tour together to attend the meetings of 
IMF, World Bank and ADB, it will be more appropriate if this division is headed by a 
Joint Secretary as was the practice in the earlier years, so that the Additional Secretary 
who could head some of the other areas of work, could stand in for the Secretary 
whenever the latter is away on tour. 
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(b) CONTROLLER OF AID ACCOUNTS AND AUDIT: 

This division deals with disbursement of loans/credits from different 
countries, lays down accounting procedures, arranges for repayment of loans, interest 
thereon, export promotion audit etc. areas of work calling for special expertise. 

The work in this division is being computerized. With computerization 
and upgradation of skills, the staff strength could be downsized. An expert committee 
could lay down the special training needs of the staff as also the qualifications and 
experience required at different levels for future recruitment. 

(c) CAPITAL MARKETS AND ECB DIVISION: 

This division has been responsible for policy formulation and regulation 
there under of capital issues, capital markets and external commercial borrowings. 
With the progressive liberalization of the controls and institution of SEBI and relaxation 
of conditionalities for external commercial borrowings and delegation of powers to 
RBI, the workload in the division has drastically shrunk. At the moment, however, 
there is still some unfinished agenda on reforms and legislative work in regard to say, 
international norms and codes of management of financial markets, dealings in 
government securities or jurisdictional demarcation in certain areas between SEBI, 
Company Law Board, RBI etc. It is expected that this action should be completed 
within the next 2/3 years. At the end of 3 years this division would no longer be 
necessary and small residual work can be handled in another division say Foreign 
Trade and Investments. 

(d) IES, JAPAN AND PSE DIVISION: 

This division handles work relating to cadre management of Indian 
Economic Service; Japan which is the largest donor of aid; and public sector 
enterprises - disinvestments process. The last item has since been transferred to 
a separate ministry. 

(e) FOREIGN TRADE AND INVESTMENT DIVISION: 

This division handles work relating to foreign trade including WTO 
negotiations etc. and foreign investments. The workload of this division has shrunk 
with the bulk of the foreign investments going under automatic route. The residual 
policy work needs to be reassessed. The workload in regard to bilateral trade with 
East European Block and Exim Policy restrictions has also shrunk with the government 
involvement getting reduced in the changed scenario. 

This division also looks after the NRI Cell and the Indian Investment 
Centre. In the changed economic environment there is no need for any special 
dispensation for NRIs. If at all, it may be subsumed in the overall investment policy. 
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This division with its reduced workload can possibly be merged with IES 
and Japan Division immediately. 

(f) ADB AND INFRASTRUCTURE DIVISION: 

The division deals with Asian Development Bank, United Nations and its 
Programmes, USAID, Indo-US Joint Commission, Exchange Control and Infrastructure 
including Railways, Telecommunications, Roads, Ports and Civil Aviation. 

With the passage of FEMA and the framing of regulations there under 
the workload of exchange control would shrink. In fact, there would be no need for a 
separate exchange control set up in the DEA. 

The ADB and Infrastructure Division would, however, continue to have 
sufficient work to remain an independent division. It could, possibly take work from 
other division in lieu of the exchange control work which will cease. 

(g) EEC DIVISION: 

This division deals with assistance from European Economic Community 
(EEC) as well as from West European countries and along with the Currency & Coinage 
Division constitutes the authority of one Joint Secretary, the major workload being 
management of currency and coinage. Once the restructuring of the mints and presses 
on the lines recommended elsewhere, is put through, the residual work could be 
transferred to another division and the post of Joint Secretary, surrendered. 

(h) BUDGET DIVISION: 

Budget Division is currently headed by a Joint Secretary (it was earlier 
headed by an Additional Secretary presently the post is temporarily down graded). 
This is responsible for preparation of the budget of the central government - other than 
Railways, besides supplementary grants, public debt and National Savings Organisation. 
So far as the organisation at the secretariat is concerned, there is likely to be no 
diminution in the functions and responsibility and it should retain its present structure 
and be headed by Joint Secretary/Additional Secretary. 
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Annexe-I 


MINISTRY OF FINANCE 
(VITTA MANTRALAYA) 


A. Department of Economic Affairs 

(Arthik KaryaVibhag) 

I. EXCHANGE CONTROL 

1. Administration of the Foreign 
Exchange Regulation Act, 1973 (46 of 
1973 other than enforcement work 
mentioned under the Department of 
Revenue (Rajaswa Vibhag). 

2. Foreign Exchange Budgeting. 

3. Policy relating to exchange rates of 
Rupee. 

4. Control of the foreign exchange 
resources including scrutiny of proposals 
for imports from the foreign exchange point 
of view. 

5. Foreign and Non-Resident Indian 
Investment (excluding Direct Foreign and 
Non-Resident Indian Investment in 
Industrial and Service projects). 

6. Approvals for commercial borrowing 
abroad, including terms and conditions 
therefore. 

7. Import and Export of gold and silver. 

II. FOREIGN AID FOR ECONOMIC 
DEVELOPMENT. 

8. All matters relating to:- 

(a) India Consortium. 

(b) Loans, credits and economic 
assistance from foreign 
countries. 

(c) Loans and credits from Inter¬ 
national Bank for Reconstruction 
and Development, International 
Monetary Fund, Asian Develop¬ 
ment Bank, European Economic 
Community and Export-Import 
Banks, etc. 

(d) Ford Foundation and Rockfeller 
Foundation. 

(e) International Development 
Research Centre of Canada 
(IDRC). 

(f) Commonwealth Fund for 
Technical Cooperation (CFTC). 


9. Technical and Economic assistance 
received by India under:- 

a) The Technical Cooperation 
Scheme of the Colombo Plan. 

b) The United States Point Four 
Programme. 

c) The United Nations Technical 
Assistance Administration 
Programmes. 

d) Ad-hoc offers of technical 
Assistance from various foreign 
countries. 

10. Technical assistance given by India 
to the member countries of the Colombo 
Plan under Technical Cooperation Scheme 
of the Colombo Plan. 

11. All matters relating to the meetings 
of the Colombo Plan Council and the 
Consultative Committee of the Plan. 

12. All matters relating to credits 
extended by Government of India to other 
countries except Nepal, Bhutan and 
Bangladesh. 

13. Technical assistance received by 
India or given to foreign governments, 
international institutions and organisations, 
except such as are relatable to subjects 
allocated to any other Department. 

14. All matters concerning United 
Nationals Development Programme 
(UNDP) including Programmes or Projects 
funded out of UNDP Budget. 

15. Policy issues relating tot the United 
Nations Fund for Population Activities 
(UNFPA) and contributions to the 
specialised agencies of the United Nations 
and other U.N. Bodies. 

16. All matters relating to the Foreign 
Volunteers Programmes in India including 
the United Nations Volunteers (except 
outgoing volunteers under UNV). 

III. INTERNAL FINANCE 

17. All matters relating to currency and 
coinage, including:- 
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a) The Security and Currency 
Printing Presses, the Security 
Paper Mills and the Mints 
including the Assay Department 
and Silver Refinery, Gold Refinery, 
and Gold collection-cum-delivery 
centres. 

b) Production and supply of 
Currency Note Paper, Currency 
and Bank Notes and Coins postal 
stationary, stamps and various 
security forms. 

18. Functions of the Treasurer or 
Charitable Endowments for India. 

19. Administration of Securities Contracts 
(Regulation) Act, 1956 (42 of 1956). 

20. Regulation and Development of Stock 
Exchange. 

21. New Investments and Securities for 
mobilising resources from the Capital 
Markets 

22. Investment Policy including investment 
policy of Life Insurance Corporation of India, 
Unit Trust of India and General Insurance 
Corporation of India. 

23. Investment pattern for Employees’ 
Provident Fund and other like Provident 
Funds. 

IV. BUDGET 

24. Ways and means. 

25. Preparation of Central Budget other 
than Railway Budget including 
supplementary excess grants and when a 
proclamation by the President as to failure 
of Constitutional machinery is in operation 
in relation to a State or a union territory, 
preparation of the Budget of such State or 
Union territory. 

26. Market Borrowing Programme of 
Central and State Governments and 
Government Guaranteed Institutions. 

27. Floatation of Market Loans by Central 
Government and issue and discharge of 
Treasury bills. 

28. Administration of the Public Debt Act, 
1944 (18 of 1944). 


29. Fixation of interest rates for Central 
Government’s borrowings and lending. 

30. Accounting and audit procedures 
including classification of transactions. 

31. Financial matters relating to Partition, 
Federal Financial integration and 
Reorganisation of States. 

32. Contingency Fund of India and 
Administration of the Contingency Fund of 
India Act, 1950 (49 of 1950). 

33. Monitoring, budgetary position of 
Central Government. 

34. Sterling Pensions Transfer of 
responsibility of U.K. Government and 
actual calculations of liability involved. 

35. Public Provident Fund Scheme. 

36. Finance Commission. 

37. Resources of Five Year and Annual 
Plans. 

38. National Deposit Scheme, Special 
Deposit Schemes, Compulsory Deposit 
Scheme, Other Deposit Schemes of 
Central Government. 

39. Small Savings, including the 
administration of the National Savings 
Organisation. 

40. Duties and Powers of the Comptroller 
and Auditor General. 

41. Laying of Audit Reports before the 
Parliament under article 151 of the 
Constitution. 

42. Financial emergency. 

V. MISCELLANEOUS ACTS 

43. Government Savings Bank Act, 1873 
(5 of 1873). 

44. Section 20 of the Indian Trustees Act, 
1882 (2 of 1882) dealing with investments. 

45. Metal Tokens Act, 1889 (1 of 1889). 

46. Charitable Endowments Act, 1890 (6 
of 1890). 

47. Indian Coinage Act, 1906 (3 of 1906). 

48. Indian Security Act, 1920 (10 of 
1920). 

49. Currency Ordinance 1940 (4 of 
1940). 
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50. International Monetary Fund and 
Bank Act, 1945. 

51. Finance Commission (Miscellaneous 
Provisions) Act, 1951 (33 of 1951). 

52. Government Savings Certificates Act, 
1959 (46 of 1959). 

53. Compulsory Deposit Scheme Act, 

1963 (21 Of 1963). 

54. Unit Trust of India Act, 1963 (52 of 
1963). 

55. Legal Tender (Inscribed Notes) Act, 

1964 (28 Of 1964). 

56. Asian Development Bank Act, 1966 
(18 of 1966). 

57. Public Provident Fund Act, 1968 (23 
of 1968). 

58. Small Coins (Offences) Act, 1971 (52 
of 1971). 

59. Comptroller and Auditor General’s 
(Duties, Powers and Conditions of Service) 
Act, 1971 (56 of 1971). 

60. Additional Emoluments (Compulsory 
Deposit) Act, 1974 (37 of 1974). 

61. African Development Fund Act, 1982 
(1 of 1982). 

62. African Development Bank Act, 1983 
(13 of 1983). 

63. Securities and Exchange Board of 
India Act, 1992 (15 of 1992). 

VI. INSURANCE DIVISION 

64. Policy relating to general insurance; 
administration of the Insurance Act, 1938 
(4 of 1938) and General Insurance 
Business (Nationalisation) Act, 1972 (57 
of 1972); Subsidiaries of the General 
Insurance Corporation. 


65. Policy relating to life insurance; 
nationalisation of the Life Insurance 
Business; Administration of the Life 
Insurance Corporation Act, 1956 (31 of 
1956); Life Insurance Tribunal. 

66. Controller of Insurance. 

67. The responsibility of the Central 
Government relating to matters concerning 
centrally administered areas in respect of 
any of the entries from 65 to 67 above. 

VII. MANAGEMENT OF THE INDIAN 
ECONOMIC SERVICE 

68. Centralised aspect of managing the 
Indian Economic Service and all matters 
pertaining to training, career planning and 
manpower planning for that service. 

VIII. ECONOMIC ADVICE 

69. Advice on matters, which have a 
bearing on internal and external aspects 
of economic management including prices. 

70. Credit, fiscal and monetary policies. 

IX. BANKING 

71. All Indian banks, whether nationalised 
or not. 

72. All foreign banks so far as their 
operations in India are concerned. 

73. All matters relating to the Reserve 
Bank of India. 

74. All matters relating to Cooperative 
Banking. 

75. All matters relating to National Bank 
for Agriculture and Rural Development and 
long-term financial institutions excluding 
Unit Trust of India, Life Insurance 
Corporation, General Insurance 
Corporation. 

76. Chit Fund and other non-banking 
companies accepting deposits. 

77. Other matters relating to Banking in 
India. 

78. Administration of all statutes, 
regulations and other laws connected with 
entries from 72 to 78. 
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Annexe-ll 

Statement showing Number of Officers in the 
Department of Economic Affairs (Hqrs.) 


Level 

Designation 

No. of Posts 

Secretary 

Secretary 



- Eco. Affairs 

1 


Special Secretary 

2 


Chief Economic Adviser 

1 

Additional Secretary 

Additional Secretary 2 (Being operated 

at JS Level) 


Senior Economic Adviser 

2 

Joint Secretary 

Joint Secretary 

9 


CA& AA 

1 


Economic Adviser 

2 


Adviser (SAG) 

2 


Chief Controller of Accounts 

1 

Director/Deputy Secretary 

Director/ 



Deputy Secretary 

38 


Addl. Eco. Adviser (JAG) 

Deputy Eco. Adv./Dir./Jt. Dir/ 

3 


Asst. Eco & Stat. Adviser 

11 


Addl. Budget Officer 

1 


Jt. CA&AA 

1 


Labour Welfare Commissioner 

1 


Senior PPS 

2 


Controller of Accounts 

2 

Under Secretary 

Under Secretary 

60 


Press Manager 

1 


Deputy Director 

17 


OSD/Sr. Analysts/Dy CA&AA/PPS 

14 

‘A’ grade junior and 

Research Officer 

12 

Other Officers 

Accounts Officer 

11 


Librarian 

1 


Jr. Analyst 

2 


Gr.'B’ Stenographer 

28 


Section Officers 

55 


Economic Officer 

12 


Others 

14 


P& Accts. Officer 

11 

Other staff 

UDCs, LDCs etc. 

1204 


NB: The staff strength of Attached/Subordinate Offices like NSO, BIFR, and AAIFR, as 
also of the various mints and presses are not included in the above table. 
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MINISTRY OF SMALL SCALE INDUSTRIES 
AND AGRO AND RURAL INDUSTRIES 


EXECUTIVE SUMMARY 

1. Small scale and village industries have and will continue to have an 
important place in the national economy in view of their impressive contribution to 
industrial production, employment and exports. 

2. Taking into account the structural changes and the process of globalization 
of the economy, the ambit of government policy in this area should now extend to 
include the service sector also. Small establishments, and not merely small industries, 
should be the focus of government attention. 

3. The enlargement of the scope of the ministry to include the service sector 
and the medium establishments are important in the context of the emergence of sunrise, 
knowledge-based industries like Information Technology, Biotechnology and 
pharmaceuticals. As a corollary, it may be renamed as the Ministry of Small and 
Medium Establishments. 

4. Small industries represent fresh nuclei for industrial growth and make a 
unique contribution to the development of new entrepreneurship. Hence, government 
polices should be such as would encourage them to grow into medium and large 
enterprises. This would be in line with international experience and in national interest. 
Existing polices which discourage such natural, organic growth of small to medium 
and large establishments should be abandoned or modified. 

5. An automatic and non-discretionary system of graded incentives should 
be formulated and adopted which will not discourage the small establishments to 
increase their operations and move up to the status of medium establishments. This 
will be made possible if recognition is given to medium establishments through properly 
defining them and making them eligible for incentives, though at a lower level than for 
small establishments. The rights of small and medium establishments should be 
protected through a separate legislation, as is the case in other countries. 

6. Accordingly, the tiny, small and medium establishments should be 
redefined. Adopting the criterion of investment as presently in force, tiny, small and 
medium establishments could be redefined as those with an investment of Rs.25 lakh, 
Rs.5 crore and Rs.10 crore, respectively. 
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7. With the opening up of several areas for increased competition, there is 
enormous scope for SSI units to modernize, increase operational efficiency and improve 
quality of output so as to access larger markets. The present reservation policies could 
well inhibit such efforts and the problem could get accentuated as quantitative restrictions 
are phased out. There is therefore an urgent need for reviewing the policy of reservations. 

8. Marketing should receive top priority in the reorientation of the functioning 
of small establishments in the new competitive environment. It will be necessary (a) to 
promote the formation of consortia of small industries to market their products under a 
brand name (b) to bring about linkages between small and large industries on a mutually 
beneficial basis to utilize the superior marketing capabilities of large industries to market 
the products of small industries, and (c) to promote ancillary industries in a large way 
as vendors to large industries. 

9. The role of government in promoting small and medium establishments 
also needs to be redefined. Very broadly, the approach should be of a facilitator by 
setting the right policies rather than being a direct participant in production of goods 
and services and their marketing. The initiative of NGO’s and of industrial associations 
should be fully harnessed to provide technical and marketing services to small 
establishments. Government and its agencies should progressively withdraw from 
such services activities, which can be provided equally effectively by the private sector. 

10. In the background of the principles enunciated above, SIDO should 
substantially shed its present extensive activities and make the rest largely self-financing 
within a reasonable period of time. Accordingly, the number of Small Industries Service 
Institutes should be drastically reduced; branch SISs should be closed down; as also 
the Production Centre and the Integrated Training Centre at Nilokheri. The 19 
autonomous organizations providing technical support to small industries should be 
made self-reliant. On the other hand, SIDO should take on new responsibilities in tune 
with the new priorities of promoting those groups of industries which enjoy comparative 
advantage globally, and ensuring adequate availability of credit, and implementation 
of programmes for technology upgradation and market development. 

11. The National Small Industries Organization should withdraw from many of 
its current activities such as hire purchase and equipment leasing and raw material supply 
to SSIs as well as the running of Prototype Development and Training Centres. It should 
focus its attention on market promotion, particularly through establishing high brand equity 
to small industry products to gain wider confidence and acceptability of the consumer. 
Direct marketing operations undertaken by NSIC should have no subsidy element, should 
be on a commercial basis and should provide a reasonable return on capital. 
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12. The Khadi and Village Industries Commission should be restructured by 
introducing modern business practices and management systems. The major portion 
of grants under khadi is for rebate on retail sales of khadi. The grant of uniform rebate 
on sales without product differentiation is not cost effective; prudent marketing strategy 
will require differential subsidy appropriately calibrated to respond to the demand for 
different products. Product development, quality upgradation, brand creation etc., in 
addition to the grant of subsidy on more discriminatory basis is called for. The induction 
of competent external professional expertise from the private sector to extend a major 
design and marketing support is what KVIC badly needs. KVIC should also withdraw 
from directly funding production agencies through loans. 

13. Coir Board has embarked on a multiplicity of activities; including regulatory, 
promotional, commercial and welfare. It should focus attention on a limited agenda, 
transforming itself into an essentially promotional body. Some of the regulatory functions 
like enforcing minimum export price are redundant and even counter-productive and 
should be given up. Coir Board should also withdraw from direct production activity 
and direct marketing through show rooms. Financial assistance for setting up new 
production units and modernization of existing units should progressively be left to the 
banks and financial institutions. Coir Board should concentrate on finding new application 
for coir and coir products, introducing new value added products such as introduction 
of multi-fibre products thereby enlarging the value and volume of coir trade and coir 
market. Research and technology programmes of Coir Board should thus receive high 
priority. 



1. INTRODUCTION: 

1.1 Small-scale industries constitute a vibrant sector of the Indian economy. 
This sector accounts for about 40 per cent of industrial production and 35 per cent of 
exports. It is estimated that there are about some 32 lakh small-scale industrial units 
spread throughout the country providing employment to about 17.5 million persons. It 
has maintained a significant growth in employment even when there has been almost 
stagnant employment generation in the large-scale industrial sector. 

1.2 More than its contribution to production and employment, a more crucial 
role played by the small industrial sector, though often not fully recognized or appreciated, 
is its unique contribution to the development of new entrepreneurship in the industrial 
sector, generating fresh nuclei for industrial growth. In this sense, the small-scale 
sector has verily been the cradle for nurturing the spread and growth of industries in 
the country. 

1.3 This role of the small-scale sector is not anything unique to this country. 
Nations all over the world, both developed and developing, have attached great 
importance to the development of small and medium establishments (SMEs). Most 
countries also have special legislations to assist and encourage the growth of such 
establishments. 

1.4 The evolution of the policy for the development of small-scale industries 
stems from the Industrial Policy Resolution of 1956, which envisaged a crucial role to 
small scale and village industries to generate employment, produce consumption goods 
and to promote regional development. The subsequent industrial policy statements 
have continued to lay emphasis on the development of small scale and village industries. 
The main framework of policy for the development of small scale industries has remained, 
with some change in emphasis from time to time, on the following: - 

(i) ensuring adequate credit availability to meet their financial needs; 

(ii) providing technical support for improvement of production processes and 
quality of products; 

(iii) providing market support through according preference to small scale 
industries in Government purchases; 

(iv) reservation of items for exclusive production in the small scale sector; 

(v) extending fiscal concessions to small establishments; 

(vi) providing infrastructural facilities through industrial estates 

(vii) enhancing the managerial and technical skills through training 
programmes. 
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1.5 While at the state level, considerable effort has been made to promote 
small industries through assistance provided through the Directorate of Industries and 
the agencies set up at the state level, including the state financial corporations, the 
leadership for the promotion of small scale and village industries has substantially 
rested with the central government. The Small Industries Development Organisation 
(SIDO) at the centre has made a pioneering effort, through its large network of Small 
Industries Service Institutes and various specialized agencies to extend technical and 
promotional assistance. The establishment of Small Industries Development Bank of 
India (SIDBI) has been particularly helpful in ensuring that specific requirements of 
small establishments for finance are attended to. National Small Industries Corporation 
(NSIC) has also played a significant role in the growth of small industries by providing 
equipment on hire purchase and arranging the marketing of their products especially 
by way of assisting them in the purchase programmes of state and central governments. 
The khadi and village Industries have been similarly supported through large budgetary 
allocations and technical and market support. 

1.6 The efforts over the last four decades or so for the development of small 
and village industries have borne satisfactory results. Small-scale industries now 
produce more than 7500 products. In most of them, they compete with large-scale 
industry for a fair share of the domestic market. Small industries have also been 
successful in capturing the international market as evidenced from the significant volume 
of exports. They have acquired a place in technologically sophisticated areas of 
production like Automobile Components, Pharmaceuticals, Information Technology, etc. 

2. CHANGING SCENARIO: 

2.1 While, therefore, the policy for the development of small scale industries 
followed hitherto has brought about significant results, new challenges have emerged 
which need to be addressed. With the process of integration of the Indian economy 
with the global economy, far-reaching economic and structural reforms have been and 
are being introduced in all sectors of the Indian economy. As in other sectors, the 
small-scale industries will also now have to adapt and adjust themselves to this new 
situation, requiring them to become internationally competitive. They will have to transit 
from a protected to a competitive environment. 

2.2 This transformation has many implications both in terms of governmental 
policies to promote small scale and village industries as well as by way of providing a 
new focus and orientation to the institutions that have been set up to promote them. 
This transition from a protected to a competitive market is not going to be easy and 
would need to be steered through appropriate government policies and programmes. 
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2.3 The thrust of the government policies and programmes in the near future 
has to be specially geared primarily to bring about this transformation at the least cost 
to the economy. 

2.4 This is all the more important in the context of the existing weaknesses in 
the small sector. According to RBI, about 3.06 lakh SSI units were sick as at the end of 
March 1999. If incipient sickness is also included, the number of sick units and closed 
units taken together will account for about 40% of the total number of small-scale units. 

2.5 Furthermore, technological obsolescence and low quality standards of 
products are matters of concern. These problems are more serious in the case of tiny 
enterprises - investment below Rs.25 lakh - which account for 95% of the SSI unit s. 
Technology upgradation and improvement of quality standards have become crucial 
for the survival and growth of small industries. 

2.6 It is in this background that the reforms required in the Ministry of Small 
Scale Industries and Agro and Rural Industries have been attempted. 

2.7 It is gratifying to note that the ministry is alive to the need for an examination 
of the programmes and policies relating to the development of small-scale industries 
and a number of steps have already been initiated. A thorough examination of the 
reforms required in the existing policies, programmes and institutional structures to 
support the development of small enterprises was undertaken by the Expert Committee 
on Small Enterprises (popularly known as Abid Hussain Committee) setup by the 
erstwhile Department (now Ministry) of Small Scale Industries and Agro and Rural 
Industries. In its report submitted in 1997, it made far-reaching recommendations in 
the background of the economic reforms initiated by the government. More recently, a 
study group set up by the Planning Commission on the development of small enterprises 
has also made in its interim report several observations and recommendations, decisions 
on some of which have already been taken. The Prime Minister announced on 30 th 
August, 2000 a number of specific steps to reinforce the programme of development of 
small industries through various measures of assistance to be provided to this sector. 
Further measures are currently under the consideration of a Group of Ministers headed 
by the Home Minister. The Ministry of Small Scale and Village and Agro Industries 
have themselves taken up a review of institutions and programmes under the ministry 
with a view to re-engineering these institutions to meet with the requirement of 
strengthening the small-scale industries to face the new competitive market situation. 
M/s Fergusons & Co. have been entrusted with a study of restructuring the NSIC; 
Arthur Andersen have been assigned the task of recommending the restructuring of 
the Khadi and Village Industries Commission. 
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3. ROLE AND ORGANISATIONAL STRUCTURE OF THE MINISTRY OF 

SSI & AR INDUSTRIES: 

3.1 The Ministry of Small Scale Industries and Agro and Rural Industries is 
the nodal ministry for policy formulation, promotion, development and protection of 
small scale and village industries. 

3.2 The office of the Development Commissioner (Small Scale Industries) is 
an attached office of the ministry and assists in formulating, coordinating, and monitoring 
policies, as well as implementation of programmes for promotion and development of 
small-scale industries in the country. The vast network of offices under the Development 
Commissioner constitute the‘Small Industries Development Organisation’. The National 
Small Industries Corporation, the Khadi and Village Industries Corporation and the 
Coir Board are the other organizations under this Ministry. 

There are a few schemes, which are run directly by the ministry itself. 

3.2.1 Small Industries Development Organization: 

The Small Industries Development Organisation headed by the 
Development Commissioner (DC, SSI) provides a comprehensive range of services 
and facilities including tooling facilities, technology support services and marketing 
assistance to small scale units through a network of: 

28 Small Industries Service Institutes 
30 branch Small Industries Service Institutes 
4 Regional Testing Centres 
8 Field Testing Stations 

1 Production Centre (since renamed Small Entrepreneur Promotion and 
Training Institute) 

Integrated Training Centre, Nilokheri and 

Hand Tool Development and Training Centre, Nagaur. 

SIDO also supervises tool rooms, product and process development 
centres and training institutes, which are run as autonomous bodies 
registered under the Societies Registration Act. These include: 

Institute for Design of Electrical Measuring Instruments (IDEMI), Mumbai 
Electronic Service & Training Centre (ESTC), Ramnagar 
Process and Product Development Centre (PPDC), Agra 
Process cum Product Development Centre (PPDC), Meerut 
Central Footwear Training Institute, (CFTI) Agra 
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Central Footwear Training Institute, (CFTi) Chennai 

Fragrance and Flavour Development Centre (FFDC), Kannauj 

Centre for the Development of Glass Industry (CDGI), Firozabad 

Central Institute of Tool Design, Hyderabad 

Central Tool Room, Ludhiana 

Central Tool Room and Training Centre, Calcutta 

Central Tool Room and Training Centre, Bhubaneshwar 

Central Institute of Hand Tools, Jalandhar 

Indo German Tool Room, Indore 

Indo German Tool Room, Aurangabad 

Indo German Tool Room, Ahmedabad 

Indo Danish Tool Room, Jamshedpur 

National Institute of Small Industries Extension Training, Hyderabad 

National Institute of Entrepreneurship and Small Business Development, 
New Delhi. 

In addition, the Small Industries Development Organisation also monitors 
the Prime Minister’s Rojgar Yojana, Integrated Infrastructural Development Scheme for 
Small Scale Industries in backward and rural areas and Technology Upgradation and 
Management Programme. (UPTECH) 

3.2.2 National Small Industries Corporation: 

The main activities of the NSIC are by way of hire purchase and leasing 
of equipment, marketing and export of the products of SSIs and extending assistance 
for procurement of raw materials. In addition, it also provides technical training in 
various technical services. NSIC has a somewhat hybrid character in the sense that 
while it is a promotional organization, it is also expected to operate as a commercial 
business organisation. Also, in several areas of its current activities, alternate avenues 
by way of private sector initiative have now become available. The role of the NSIC 
would therefore need to be redefined. 

3.2.3 Khadi and Village Industries Commission: 

The Khadi and Village Industries Commission is a statutory body created 
by an act of Parliament in 1956 (as amended up to 28 th July, 1989) for promotion and 
development of khadi and village industries. The KVIC programmes are implemented 
by 30 State and UT level KVI boards, 5149 registered institutions, directly aided by 
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KVIC, around 30,000 cooperative societies and 7.98 lakh individuals. An output of 
Rs.80 crore under Khadi and over Rs.550 crore under Village Industries has been 
projected for the year 2000-2001. 

3.2.4 Coir Board: 

Coir Board is an autonomous organization established by the Central 
Government under the provisions of the Coir Industries Act, 1953 for promoting the 
overall development of the coir industry and upliftment of the living conditions of workers 
engaged in this traditional cottage industry. The major activities of the Coir Board are 
research and development with a view to improving the process for the extraction of 
fibre, development of coir machinery, product development and diversification, market 
development including exports and welfare measures to improve the working conditions 
of the workers in the coir industry. It also exercises certain regulatory functions. 

4. DIRECTIONAL CHANGES IN POLICY FRAMEWORK 

4.1 As earlier indicated, the challenges arising from the liberalization and 
globalisation of the Indian economy call for a re-examination of the policies and 
programmes hitherto adopted to promote small and village industries. The broad thrust 
of the new policy should be to make these industries competitive to retain the domestic 
markets against imports on the one hand and to aggressively capture external markets 
to provide opportunities for further growth on the other. 

4.2 While government has taken some steps towards reorienting its approach 
to small and village industries, the situation will need to be reviewed from time to time 
and fresh initiatives will be required to deal with emerging requirements. In this 
evolutionary process, there could be no final set of recommendations yet; however, 
there are certain basic issues which will need to be addressed. These basic issues 
with suggested indicative directional changes are dealt with below. 

4.2 1 Definition of Small Industries: 

Presently, the following definitions are used to define tiny and small 

lustries: 

Tiny enterprise - a unit is treated as a tiny enterprise where investment 
%v y2.'-ant and machinery does not exceed Rs.25 lakh. 

^ Small-scale industrial undertaking - an industrial undertaking in which 

V 

investment in plant & machinery does not exceed Rs.1.00 crore is treated as a 
lall-scale industrial undertaking. This investment limit also applies to ancillary industrial 
.ndertakings. 
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A prime requirement to make small industries withstand competition from 
imports is to upgrade the quality of their products and to bring down the cost of 
production. Both these require technological upgradation which is, therefore, accepted 
as an important strategy for making small industries competitive. Technological 
upgradation demands substantial capital investment in renovation and modernization. 
In view of this, government has already announced a credit linked capital subsidy 
scheme towards investment on new equipment for technology upgradation and 
modernization. 

The enforcement of the WTO regime opens up new foreign markets for 
exports. This provides a window of opportunity to small-scale industries to grow and 
flourish with access to a wider global market. The possibility of taking advantage of 
this opportunity also rests on substantial upgradation of manufacturing processes 
through induction of modern machines. 

While the need for such upgradation and of new investment is recognized 
and policies in this direction are being announced, it seems somewhat anomalous that 
restrictions should be placed to limit small industries to such a low investment level of 
Rs.1.00 crore. At the present value of the rupee, in several industries it does not seem 
feasible to set up a production establishment with modern manufacturing processes to 
operate competitively at this modest level of investment. 

Therefore, both the strategy of the Government as well as the requirement 
of the situation demand that the investment limit for small-scale industries be substantially 
increased. 

In fact, government at a certain point of time increased the investment 
limit for small industries to Rs.3.00 crore but apparently this did not find favour with a 
section of the small-scale industries and therefore the limit was brought down to Rs.1.00 
crore. In retrospect, it seems to have been a retrograde step. 

Given the various considerations that go into making government policies and 
also the need to reconcile different conflicting interests, the following options could be 
considered. 

i) Taking into account the current value of the rupee, the investment lim'* 
for small-scale industries be raised to Rs.5.00 crore. (This limit should 
periodically revised - once in three years - to provide for any signific 
change in the value of the rupee); or 

ii) The investment limit be increased to Rs.3.00 crore (as it was before). 
However, this limit be extended to Rs.5.00 crore in respect of export 
oriented industries where more than 30% of the output is exported and 
in respect of modern, knowledge-based industries like Pharmaceuticals, 
Biotechnology and Information Technology. 
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As the second option would require a complex and discretionary set of 
administrative procedures to implement, the across the board increase of the limit to 
Rs.5 crore as envisaged in the first option could be preferred. The raising of the 
investment limit on these lines should considerably help to strengthen small-scale 
industries to become more competitive through the induction of modern technology 
and equipment. 

4.2.2 Graded system of incentives: 

Much of the resistance to increasing the investment limit arises from the 
apprehension that such an increase will bring in the larger players into the small scale 
sector and with the advantage of incentives available to small-scale sector such larger 
players in the small-scale sector may unfairly compete with the smaller players in the 
small-scale sector. The apprehensions of the smaller entrepreneurs in the small-scale 
sector can substantially be mitigated if there could be a graded system of incentives 
which distinguishes between tiny, small and medium enterprises. This principle is 
already in operation, with tiny enterprises as a category being provided with a package 
of incentives which are more generous than what is normally available to the small-scale 
sector. 

The incentives provided to small industries are intended to compensate 
them for certain disadvantages arising from their smallness. The purpose was certainly 
not to condemn them to remain in the small-scale sector in order to be able to take 
advantage of these incentives. Establishment of such a graded system of incentives is 
critical for the natural and organic growth of small industries into medium and large 
industries. 

Presently, it appears that there is great reluctance among many small 
industries to get out of their “small” character, as it would deprive them of these incentives, 
once the investment limit is exceeded beyond the stipulated limit. This trend stands 
further reinforced as a result of the recent enhancement of the excise exemption limit 
which bestows considerable extra financial gain to small industries. Most small industries 
will now be very unwilling to lose their “small” status. 

The present incentive system thus acts as a strong disincentive for small 
industries to grow into medium and large industries. 

This is very unfortunate as the basis for providing various incentives to 
small industries is to spawn the growth of new entrepreneurs as new foci of industrial 
growth. This primary and cardinal purpose of developing small-scale industries as a 
breeding ground for new entrepreneurship will stand defeated if the incentive mechanism 
discourages normal, natural growth of enterprises to become bigger over time. It seems 
therefore important that a graded system of incentives should be worked out suitably 
calibrated to compensate the disadvantages of small industries at various stages of 
their growth but not such as would deter the organic growth of these establishments to 
their full potential. 
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An incentive system based on excise exemption, particularly if it is of a 
substantial magnitude, is liable to misuse. To be able to avail of the excise exemption, 
fragmentation of business is resorted to under different roofs, instead of consolidation 
and growth. In such circumstances, the administration of excise collection also poses 
various difficulties. 

Further, the substantial increase in the exemption limit for payment of 
excise duty, considerably nullifies the concessions given for locating small-scale 
industries in the North East, as it enables the SSI sector to concentrate more on 
traditional areas. 

There are also reasons to believe that many of the units set up in the 
North East for claiming concessions are no more than “shell” units with the actual 
production and consequently the benefits of employment taking place elsewhere in 
areas of good infrastructure. It will need to be stipulated that the location concession 
can be available only when manufacturing actually takes place in that location and not 
if the goods are manufactured elsewhere and brought to that location (either physically 
or on paper) for further sales. 

Not that small industries should be deprived of the benefits of incentives, 
but these should be in a form which can be easily administered, not liable to abuse and 
do not thwart the normal expansion of legitimate business activities. 

The formulation of such an incentive system requires urgent and detailed 
consideration. The system to be put in place should be ‘automatic’ and ‘non¬ 
discretionary’, as otherwise an elaborate and complicated administrative procedures 
would be require to administer it. 

A broad principle to follow in devising such a system is to so adjust the 
levels of incentives to tiny, small and medium industries that the cost advantages of 
economies of scale by moving from one class to the next higher class should exceed 
the loss of benefits from a reduction in the incentives. 

4.2.3 Reservation: 

Another important policy issue that needs to be considered in the context 
of the opening of the Indian economy and the dismantling of quantitative restrictions 
on imports is the issue of reservation of certain products exclusively for manufacture in 
the small-scale sector. 

This reservation policy, which has evolved over time, has served a great 
purpose; certain types of products, which can conveniently be produced in the small- 
scale sector at “appropriate” levels of technology with larger complement of employment, 
were identified and reserved for exclusive production in small-scale sector. It served 
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the purpose of promoting more new enterprises and greater volume of employment 
without starving the domestic consumer of adequate supply of products. The restriction 
or ban on production of such products in the large-scale sector extended a degree of 
protection to the small-scale sector engaged in the production of these items. 

Over a period of time, the number of items reserved for the small-scale 
sector has gone up and is now well over 800 products. 

With the opening up of several areas for increased competition, there is 
enormous scope for SSI units to modernize, increase operational efficiency and improve 
quality of output so as to access larger markets. Continued reservations could well 
inhibit such efforts. This problem could get accentuated as quantitative restrictions are 
phased out. There is thus a case for having a fresh look at the list of items reserved for 
SSI in the context of the emerging scenario. Should Government decide that in the 
wake of the removal of quantitative restrictions, reservation should also be done away 
with, then it would be necessary to increase import duties on these items to appropriate 
level for a period of three or four years, so that all these units get that much time to 
make the transition to face full competition, domestically and from imports. 

4.2.4 Redefine the role of Ministry of Small Industries and Agro & Rural 

Industries: 

The small industries in India have been developed and nurtured in a 
historical background. At a point of time in the mid 50s with practically no industrial 
base in the country, the Industrial Policy Resolution of 1956 envisaged the initiation of 
a process of rapid industrialization in the country to achieve a high degree of self- 
reliance. The primary emphasis was on the development of strategic and capital goods 
industries; as a counterpoise, the growing requirement of consumer goods was intended 
to be provided through the development of small-scale and village industries. 

The development of small and village industries was thus a part of the 
overall industrialization strategy adopted by the country in the mid 50’s. Since then 
much advance has been made and India is now recognized as one of the industrialized 
nations of the world. But, as happens at a certain stage of economic development, the 
service sector has become increasingly prominent in the recent past. The contribution 
of the service sector to GDP is presently on par with that of the manufacturing industries. 

It is therefore perhaps opportune to review the policy for the growth of 
the small sector and to enlarge the coverage of the small sector to include not merely 
small-scale industries but also small establishments in the fast expanding service sector. 

This would be not merely in line with the structural transformation that 
has taken place in the Indian economy but is also consistent with the approach adopted 
in most other countries. The objective is to provide encouragement and support to 
small entrepreneurs running small establishments, irrespective of whether it is 
manufacturing or service. 
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Equally important to the broad approach of providing an environment for 
the natural growth of small establishments is the categorization of establishments into 
four categories as follows. 

1) Tiny 

2) Small 

3) Medium and 

4) Large 

The enterprising promoters of tiny establishments should have the opportunity to transit 
from tiny to small to medium and big establishments. In order that such transition can 
take place smoothly without any policy-induced discouragement, it is necessary as 
earlier indicated, to develop a system of graded incentives. As large sector does not 
need any incentives or special support from the government, the primary concern of 
the government should be in terms of supporting and encouraging the other three 
classes of enterprises namely, tiny, small and medium. 

To the extent that governmental support on a graded scale is required to 
be provided to small and medium establishments it would be appropriate to rename 
the Ministry of Small Industries & Agro and Rural Industries as Ministry of Small and 
Medium Establishments. 

For the purpose of devising the incentive packages for each of these 
classes of enterprises, it is necessary to define them. While various types of definitions 
have been adopted by different countries, some on the basis of turnover and others in 
terms of employment, we have so far defined different classes of enterprises on the 
basis of capital investment. 

Following the same principle, we can adopt a definition somewhat on the 
following lines: 

Capital investment (in Rs.) 

Tiny - 25 lakh 

Small - 5.00 crore 

Medium - 10 crore 

Any establishment, which has an investment of more than Rs.10 crore need not be 
extended any special facilities or incentives. 

The inclusion of services and the enlargement of the scope of the ministry 
to medium establishments are important in the context of the emergence of sunrise 
knowledge-based industries as the harbinger of a new industrial revolution. New 
knowledge-based industries like Pharmaceuticals and Biotechnology industries to be 
internationally competitive and will require encouragement and support in the initial 
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period of their development. The emergence of IT and of software in a large way in this 
country also suggests the need for bringing the service sector prominently into the 
ambit of encouragement and support given to small and medium establishments. 

It is therefore suggested that the ministry be restructured and its scope 
be enlarged to cover 

a) The service sector in addition to the manufacturing sector; 

b) To define and include medium establishments. 

As a corollary, it may be renamed as the Ministry of Small and Medium Establishments. 

4.2.5 Top Priority to Marketing: 

Several measures have been taken by government to promote the 
marketing of the products of small and village industries. These include- 

i Subsidy (as for khadi and village industries) 

ii Price and purchase preference accorded by central and state 
governments 

iii Institutional support through NSIC in marketing 

iv Setting up of sub-contracting exchanges 

The primary focus has been to maintain (or enlarge) the share of the 
domestic market for small and village industries. 

While this approach had a rationale, as long as the small industries enjoyed 
protection from global competition through import restrictions, it is woefully inadequate 
in a globalized economy. 

Marketing against global competition should now form the pivot of the 
policy and institutional support to small and village industries. Clearly, small and village 
industries, left to themselves, are incapable individually , to mount the marketing effort 
required to counter the highly expensive “brand” promoted marketing strategies of 
multinational companies. 

To strengthen the marketing capabilities of the small and village industries, 
it will, therefore, be necessary 

i To form consortia of small industries which collectively are able to put 
together the resources to aggressively market their products, preferably 
under a brand name(s), (this may be easier where there are ‘clusters’ of 
small industries). 

ii Combine the inherent strength of small and village industries for low cost 
production with the marketing strength of large corporations. To this end, 
it will be necessary, through appropriate policies and incentives, to 
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encourage large corporations to enter into agreement with producers in 
the small and village sector to purchase and sell their products under 
their ‘brand’ names. Such linkages will also lead to improvement in the 
quality of products. 

iii Promote ancillary industries in a large way, as vendors to large industries. 
The advantage of flow of technical knowhow, of quality improvement is 
another benefit to small industries arising from such an arrangement. 

Except to the extent small industries organize themselves to market their 
products on a collective basis, this calls for a new approach to bring in large corporations 
as partners in the development of small and village industries - as distinct from rivals 
or competitors. The linkage between small and large industries is presently very weak. 

The policy framework should help to promote and bring about such an 
alliance. It should also ensure that the strong purchaser does not exploit the weak 
producer; necessary safeguards for this purpose should be built into the policy 
framework. The choice of large corporations to promote and market the products of 
small and village industries need not be limited to Indian companies. Given the 
possibilities of nurturing and expanding the market for Indian products in foreign markets, 
alliance with foreign companies, particularly for exports, should also be encouraged. 

Except for demonstration purposes, in metropolitan towns on a selective 
basis, government or its agencies including public sector enterprises should not directly 
enter into the business of marketing the products of small and village industries. Given 
the various procedural and other constraints, government agencies are not particularly 
suitable to undertake marketing functions. 

This alliance with large corporations, both foreign and domestic, can bring 
about a world of good to small and village industries. As brand images carry with them 
assurance in regard to high, uniform standards of quality, it will perforce introduce in 
the small and village industries technological upgradation, standardization and quality 
consciousness. These are valuable gains which should bestow considerable benefits 
to small and village industries. 

4.2.6 Role of Government Agencies: 

The role of SIDO, NSIC, KVIC and Coir Board as the primary agencies to 
promote small and village industries also need to be redefined in this background. 
Very broadly, the approach of these organizations should be of a facilitator, rather than 
a direct participant, in production of goods and services in the small and village sector 
and their marketing. These activities should be solely left to the private sector functioning 
within the framework of a market economy. 

Where services are provided through government agencies, these should, as 
far as possible, be suitably priced to recover costs. Subsidy, if required, should be explicit. 
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Further, government and its agencies should progressively withdraw from 
such service activities, which can be provided equally effectively by the private sector. 

Increasingly the responsibilities for operating common service facilities 
and other services of a similar nature should be left to the Associations of Small Scale 
and Village Industries. Similarly NGOs should also be encouraged to assume 
responsibility to extend help and provide services, particularly for village and artisan 
based industries at the village level. 

5. REVAMPING OF GOVERNMENT AGENCIES 

Within the framework of these broad principles, the revamping of the 
main agencies within the ministry could be considered on the following lines. 

5.1 Small Industries Development Organisation (SIDO): 

SI DO has a vast network of Small Industries Service Institutes, Testing 
Centres, Training Centres and even a Production Centre, spread across the country. In 
addition, it also oversees the functioning of 19 autonomous bodies consisting of Tool 
Rooms, Product and Process Development Centres and Training Institutes. 

The growth of this large infrastructure of institutions within the ambit of 
SIDO has to be viewed in the historical context of the virtual absence of any supportive 
institutional framework for the development of small industries. 

SIDO thus served a pioneering role to provide organizational and technical 
support to small industries. 

The situation has since undergone a sea change. The state governments 
have developed their own set of organizations to promote small industries such as 
District Industries Centres, State Finance Corporations, Small Scale Industrial 
Development Corporations and Technical Consultancy Corporations. In most states, 
these state-level organizations have excellent record of performance. Being nearer to 
the scene of activity, they are able to reach out to small industries needing assistance 
more promptly and effectively. 

This apart, with the dismantling of price, distribution and import controls 
on raw materials and capital equipment and the liberalized foreign technical collaboration 
regime, small industries now have easy access to essential inputs required by them 
without government intervention. A very significant and essential function served by 
SIDO and its agencies in recommending and securing scarce industrial raw materials 
and imported capital equipment has now virtually ceased. 

This vastly different environment in which small industries currently operate 
makes the present extensive structures created under SIDO somewhat out of tune 
with the times, if not substantially redundant. 
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A very close examination of the large number of offices, common service 
facilities, production, technical and training centers under SIDO is thus called for. 

Very broadly, the following approach needs to be adopted: 

i The number of Small Industries Service Institutes should be drastically 
reduced. If there are certain service facilities, like common service facilities 
operating under them, these should be transferred to state governments 
or to small industries associations. Only the Small Industries Service 
Institutes in relatively backward states in which the supportive 
infrastructure provided by the state government concerned is grossly 
inadequate should be retained. 

ii The 30 branch Small Industries Service Institutes should all be closed 
down. 

iii The Production Centre should also be closed down, or privatized. 

iv The Testing Centres do provide an essential service. These centres should 
however be progressively turned over to industry associations and made 
self-supporting. 

v The Integrated Training Centre at Nilokheri is reported to be working 
unsatisfactorily. The State Government could take over this unit, if it 
considers it worthwhile to do so. Otherwise it should be closed down. 

vi All the autonomous organizations (19) providing technical support to small 
industries by way of tool room facilities, product-specific R&D, technical 
and entrepreneurial training etc. should be put on notice to become self- 
reliant within a specified period, say three years. Their services should 
be demand based and therefore, can be made to be paid for. If in any 
exceptional case, it is considered appropriate to extend a subsidy, this 
should be identified and explicitly and separately provided for. 

While SIDO should thus withdraw substantially from its traditional activities 
with considerable part of these being closed or hived off to industry associations, or 
privatised, it has to assume a set of new responsibilities in response to the challenges 
and opportunities arising from globalisation. These include the following: 

i Studies to formulate sub-sector specific measures to promote particular 
sub-sectors on the basis of comparative advantage to become globally 
competitive and to annex global markets - as distinct from generalized 
support measures for small industries as a whole. 

This would require strengthening SIDO in new disciplines. There 
is, for example, very little expertise in SIDO in new sunrise industries like 
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IT, biotechnology, pharmaceuticals etc. (The existing technical expertise 
is still predominantly in mechanical engineering). 

ii To assist establishing better linkages, on a mutually advantageous basis, 
between large and small industries, primarily to expand the market for 
small industry products and to upgrade their technology. 

iii To study the implications of WTO regime on small industries and to educate 
and advise small industries to deal with them. 

iv To take up issues relating to dumping and other unfair trade practices. 

v To oversee the implementation of the credit guarantee scheme. 

vi To monitor the implementation of the “Interest on Delayed Payments Act”. 

vii To oversee the implementation of the credit-linked Capital Subsidy 
Scheme for Technology Upgradation of Small Industries. 

viii To assist in establishing international linkages for small industries to 
promote exports of small industry products. 

ix To oversee, and ensure, adequate availability of credit facilities to this 
sector. 

Keeping these broad aspects in view, DC(SSI) should formulate a 
restructuring programme of SIDO for implementation within a reasonable time frame. 
It should indicate the existing tasks to be shed, new tasks to be undertaken, the 
organizational structure and staffing pattern consistent with its new mandate. 

DC(SSI) has already committed to a 20% reduction in staff vide Appendix 
1.2. The restructuring exercise as suggested above would not only involve down sizing 
of a much larger order but also result in giving a new focus and direction to the 
organization. The closure of a number of offices as enumerated earlier, would also 
result in fresh recruitment having to be stopped in several specialist cadres. As will be 
seen from the statement at Appendix 1.3, there are far too many areas of specialization. 
Fresh inductions would have to be limited to a few general categories and the other 
cadres allowed to wither away as retirements take place. The down sizing recommended 
in the various offices functioning under the DC(SSI) would also, with a time lag, lead to 
reduced staff requirements in the headquarters office of DC(SSI) and in some of the 
SISIs. 

5.2 National Small Industries Corporation (NSIC) 

NSIC is engaged in a variety of activities - partly promotional and partly 
commercial. This hybrid character of NIDC makes an objective evaluation of its 
performance extremely difficult. 
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The major activities undertaken by NSIC are: 

1. Hire Purchase and Equipment Leasing 

2. Raw Material Support to SSIs 

3. Marketing and Market Promotion 

4. Government Stores Purchase Programme and Single Point Registration 

Scheme 

5. Prototype Development and Training Centres (PDTCs) 

Thus, NSIC is engaged in a whole range of activities extending from 
supply of raw materials and equipment to small industries to marketing their products, 
apart from market promotion through assistance towards participation in exhibitions, 
buyer-seller meets etc. and provision of technical services and training. 

While NSIC claims that this multifarious activities makes it a unique 
institution - a one-stop service centre - which meets almost all the requirements of a 
small entrepreneur to set up and to operate an industrial unit, it has also resulted in 
certain aberrations in its functioning. 

The government through grants - both plan and non-plan, funds a large 
part of its activities. Presumably, these grants are extended to finance the non¬ 
commercial (or promotional) activities of NSIC, such as the training programmes and 
technical services provided through PDTC’s and the hidden subsidy element in its 
marketing activities including market development. Thus, for example, an amount of 
Rs.27.50 crore is provided as grants in 2000-2001 budget, of which Rs.10 crore is for 
marketing assistance and the bulk of the rest on PDTC’s and technical centres. 
Additionally, an amount of Rs.18 crore is provided by way of equity capital. This pattern 
of funding of NIDC partly through grants and partly through equity has been in place 
for a long time. 

Out of a total estimated turnover of about Rs.995 crore in 1999-2000, 
only Rs.20 crore are accounted for supply of machines on hire purchase and leasing 
and the rest of Rs.975 crore are by way of its marketing activities. The latter is projected 
to be stepped up to Rs.1025 crore during 2000-2001. 

While there is nothing wrong in increasing the net worth of the company 
through injection of equity funds so as to enable it to access increased levels of credit 
to meet the working capital requirements of an expanding business activity, the financial 
performance of NSIC and the mixture of commercial and promotional activities in the 
same corporate body without clear demarcation of these activities and their mode of 
financing suggest a degree of distortion - which, if not corrected, can result in the 
absence of accountability for performance of the corporation and for the large funds 
invested in it. 
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In the normal circumstances, with the substantial grants given to NSIC 
for its promotional activities, it should have generated adequate profits from its 
commercial operations. This has not been the case. On a turnover of about Rs.1,000 
crore, the net profit has been only around Rs.3 crore. Activities like equipment leasing, 
hire purchase of machinery and raw material assistance have not been commercially 
viable, nor have they been of a significant scale as to make an appreciable impact on 
the development of small-scale industries. 

In the context of freer trade with the dismantling of controls and the 
emergence of leasing companies in the private sector, the need and relevance of NSIC 
continuing with its schemes for raw material supply and hire purchase/leasing of 
equipment will need to be re-examined. 

Further, from all accounts the training and technical services provided 
through PDTC’s have also not been particularly satisfactory or successful, while they 
have been a continuing drain on NSIC/Central Government. These are prima facie 
prime candidates for closure. If at all, however, it is considered necessary to continue 
their activities for a while, they should be transferred to Small Industries Development 
Organisation - which already oversees several similar institutions. The broad principle 
of converting them to autonomous agencies, operating on a demand-driven basis levying 
appropriate service charges to meet at least the operational costs should apply to 
them. If there is no demand for their services, they should be closed down or handed 
over to industry associations. 

Arguably, the single primary focus of NSIC should be marketing and 
market promotion. The marketing function should be generally on a commercial basis 
and NSIC should generate a reasonable profit on it. Market promotion, though it has 
an element of self-interest in expanding the trading business of NSIC, will be largely in 
the wider interest of small industries as a whole and should be eligible for a grant from 
the government. 

If NSIC is broadly restructured on these lines, it will have a substantially 
different organizational structure - with marketing professionals occupying the key 
positions in the hierarchical structure. It will then be able to shed, along with the kind of 
activities mentioned earlier, considerable surplus or inappropriate staff and become a 
much leaner, purposeful and efficient organization. NSIC has already agreed to reduce 
its strength by 602 - to 849 from 1451. This reduction, though valuable, has been of an 
adhoc nature. What is required is a more thorough examination of the organizational 
structure in the context of a well defined new role for NSIC in the changed circumstances 
and to tailor the staff requirements in the background of this new role and the functions 
flowing from them. 
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While giving NSIC two years time to set its house in order to carry out its 
operations - mainly marketing - in a profitable manner, further government budgetary 
support should thereafter be limited to increasing the equity capital to levels necessary 
for accessing more credit facilities in line with expanding business activity. 

A broad indication of the directional change required in NSIC’s role and 
activities has been given earlier. As a study for the restructuring of NSIC has been 
entrusted to consultants, M/s Ferguson & Co., a final shape to the future of NSIC 
should be given after its report is received, which is expected within the next three 
months or so. 

5.3 Khadi & Village Industries Commission (KVIC): 

Established by an Act of Parliament in 1956, the Khadi and Village 
Industries Commission carries out activities relating to the development of khadi and 
village industries. 

The primary objective is to generate employment and income in rural 
areas, particularly among the poor and weaker sections of the population. Incidentally, 
it also helps to tap and ensure the productive utilization of local raw materials and 
artisan skills. 

The organization of production of khadi and industrial products at the 
village level cannot be viewed purely in commercial terms. Because, there is a large 
welfare content in the programmes and activities of Khadi & Village Industries Commission 
(KVIC). The main activities of KVIC are 

• Financing of eligible agencies 

• Training in khadi and village industries 

• Arranging supply of raw materials and implements 

• Research and Development in khadi and village industries 

• Promotion of sale and marketing of KVI products 

• Promotion of cooperative efforts among KVI Producers. 

These activities are implemented through state Khadi & Village Industries 
Boards, registered institutions, cooperative societies, departmental sales outlets. It is 
estimated that over 2.5 lakh villages have been covered by the development programmes 
of KVIC. 

KVIC is wholly dependent on government funds, even for its administrative 
expenses, as it generates practically no resources of its own. The predominant element of 
budgetary allocations is in the form of grants, largely as rebate for sale of khadi, interest 
subsidy and margin money. KVIC also receives substantial non-plan assistance by way of 
renewal of past loans, as they are unable to recover the loans earlier extended by them. 

In the context of the functioning of KVIC, there are two matters, which 
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demand serious attention. These are: 

5.3.1 Market Development: 

KVIC has considerably depended on the single point strategy of giving attractive sales 
rebates, much less on product development and product quality, for its market 
development. This strategy seems to have reached a stage of diminishing returns, as 
seen from the lack of growth in the sales performance of KVIC and its institutions. 

With the changing consumer tastes and easy access to a global market 
to cater to them, KVIC will need to devise new strategies even to retain its present 
market. With aggressive marketing, there is on the other hand a good potential to 
expand this market over a wider front. 

The grant of a uniform rebate on sale without product differentiation is not 
cost effective. Prudent marketing strategy will require differential subsidies, appropriately 
calibrated to respond to the demand for different products. 

Also, a great deal needs to be done in product development and 
improvement of product quality in harmony with changing times. Creation of a brand 
image, which is appealing to potential clients, is a strategy, which KVIC will have to 
seriously work on and implement. 

The induction of competent external professional expertise in the private 
sector to extend a major design and marketing support is what KVIC badly needs. The 
manner in which such expertise can be brought in and the enthusiastic participation of 
the private sector can be ensured needs to be explored. An innovative approach to 
market development with necessary flexibility to take on varied programmes for 
market development including product development, quality upgradation, brand creation 
etc., is called for. 

5.3.2 Introduction of Modern Business Practices and Management 

Systems within KVIC: 

KVIC is in the business of overseeing the functioning of and rendering 
financial and market assistance to a large number of public, private and cooperative 
organizations through grants, subsidies and underwriting of loans. Its annual budget is 
of the order of Rs.400 crore, but its financial commitments are much larger if the 
central guarantee given to loans extended by consortium of banks is taken into account. 
By all accounts, this is a large business operation spread across the country. 

The inability to recover past loans and to contain administrative expenses 
within budgeted amounts is indicative of the managerial shortcoming in KVIC. Similar 
deficiencies seem to exist in its business practices in the costing and pricing of products 
and as earlier mentioned, strategies for market development. 

KVIC is serving a great national objective of reaching out to the weak and 
the underprivileged. The vigour and efficiency with which it operates is, therefore, of 
prime importance. 
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It seems urgently necessary to look into organizational improvements 
and restructuring of KVIC. 

It is to be hoped that the study entrusted to M/s Arthur Andersen will 
address these issues. 

Most certainly, this will also bring about a considerable reduction in the 
staff strength and administrative expenditure of KVIC. 

5.3.3 Interim Suggestions: 

The major portion of the grant under khadi is for disbursement of rebate 
on retail sales of khadi and interest subsidy on bank finance. Grant under village 
industries is for meeting expenditure mainly for margin money, rebate on retail sales of 
polyvastra, interest subsidy on old bank finance, promotional expenditure towards 
training, subsidy etc. 

As earlier mentioned, the grant of rebate, as a marketing strategy will need 
to be reviewed. KVIC should also withdraw from directly funding production agencies 
through loans; financing should be left to the banks, which already have an obligation to 
finance such units, which constitute the priority sector for lending. Additionally, KVIC 
also has a credit of Rs.1000 crore through a consortium of banks, guaranteed by the 
government. With the introduction of the margin money scheme, interest subsidy is not 
required and therefore grants on this account to KVIC can be stopped. 

5.4 Coir Board: 

Coir Board is a statutory body established under the Coir Industry Act of 
1953 for the development of the coir industry. 

The main activities of the board include promotion of coir and coir products, 
developing domestic and oversee markets, encouraging modernization and quality 
improvement, undertaking R&D work and implementing welfare programmes for coir 
workers. The Coir Board has a large number of offices, show rooms and other institutions 
under it spread across the countries. These include 

2 Research and Technology Centres 

3 Regional offices 

4 Coir Training and Development Centres 

3 Demonstration/Production/Extension/Research Centres 

30 Showroom cum sales depots 

1 National Coir Training and Design Centre 

Coir Board also has the responsibility for enforcing trademarks, registration 
of export contracts and implementing purchase price (enforcement) scheme. 

The importance of coir industry lies in its contribution to employment and exports. 

There is a budgetary provision of Rs.26.38 crore for 2000-2001 - Rs.20 
crore under Plan and 6.38 crore under Non-Plan. 
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Coir Board has embarked on a number of activities through its various 
programmes over a period of time. 

It combines within it both regulatory and promotional functions. In addition, 
it is also directly engaged in production and marketing. Broadly speaking, it is involved 
in four distinct categories of activities: 

regulatory 

promotional 

commercial 

welfare 

The varied nature of its activities makes an objective evaluation of its 
performance somewhat difficult. For the same reason, the cost-effectiveness of its 
various schemes for the promotion of coir and coir products cannot also be easily 
judged. 

5.4.1 New Role for Coir Board 

Instead of spreading out rather thinly the limited resources of Coir Board 
over a multiplicity of schemes and agencies - largely a historical legacy - it seems 
necessary to focus attention on a limited agenda which can make a significant and 
impressive impact on the development of the coir industry. 

In other words, Coir Board should be transformed into a promotional, 
rather than a regulatory agency. Some of these regulatory functions like enforcing 
minimum export price are redundant and may even be counterproductive in promoting 
Indian exports. There is a good case for giving up this and other similar regulatory 
functions administered by Coir Board. 

Ideally, the activities of Coir Board should be directed to promoting 

a) • Fuller utilization of available coir resources (At present only about 30% of 

fibre is utilized). 

b) Value addition: This would involve better and newer products to be 
developed fetching higher prices. 

c) Market Development: Both domestic and foreign. 

The welfare activities, as assigned under the Act, should, of course, continue. 

It is also necessary to fashion a new strategy to promote the above- 
mentioned objectives. Rather than getting involved in directly executing all of these 
functions, Coir Board should increasingly bring in the private sector and state 
governments as its partners to further its objectives. Thus 

1) Coir Board should withdraw from direct production activity. Hindustan 
Coir should be privatized or given over to a cooperative. It has recently 
been operating at a loss. 
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2) The showrooms cum sales depots should progressively be handed over 
to an agency on commission basis to trading houses, with the exception 
of a few showrooms in metropolitan towns, which may be retained for 
demonstration purposes. The inability of Coir Board to have access to 
bank loans and to extend performance-based incentives to its sales 
employees within its present constitutional structure is a serious handicap 
for it to undertake trading activities on its own on a commercially profitable 
basis. 

3) State governments should be closely involved and made responsible for 
the operation of local level demonstration and extension centres. 

4) Financial assistance for setting up new production units in the private 
and cooperative sector and the modernization of existing units should 
progressively be extended through the banking institutions, the role of 
Coir Board being limited to providing the margin money or interest subsidy 
as may be considered necessary. The present schemes involving direct 
participation of Coir Board in extending financial assistance to production 
units should be progressively given up. 

This leaves the Coir Board to concentrate its attention to finding new 
applications for coir and coir products, introducing new value added products such as 
through introduction of multi-fibre products thereby enlarging the volume and value of 
coir trade and coir market. Introduction of modern production processes to eliminate 
drudgery and to improve the quality of coir and its products should also continue to be 
an area of focus for Coir Board. 

The research and technology programmes of the Coir Board should thus 
receive a high priority. Obviously this cannot be limited to in-house research and 
technology development, but has to draw on external agencies in a large way. Thus 
the major emphasis should shift to sponsored research. 

The Coir Board is implementing a large number of schemes, both of 
developmental and welfare nature including a centrally sponsored scheme on Coir 
Cooperativization. It is urgently necessary to review these schemes in the background 
of the objectives set out above and to limit them to a few which are of a priority nature 
to make them effective and purposeful. 

Coir Board establishment has a total staff strength of 457. With the transfer 
of several of its current activities to the private and state sectors, and the review of its 
various schemes to limit them to priority areas, there should be a significant reduction 
in the staff strength. At the same time, its professional capabilities will need to be built 
up to initiate and undertake the implementation of research and technology programmes 
for product and market development. 
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Appendix 

Existing manpower strength of the Ministry of Small Scale Industries 
& Agro and Rural Industries and the Organisations under it. 

1. Ministry of Small Scale Industries and Agro & Rural Industries 

Group ‘A’ & ‘B’- 20 Gazetted (Secretary - 1 , Joint Secretary -1 , Directors 
- 2, Under Secretary - 4, PPS -1, Research Officer - 1, Section Officer - 5, Assistant 
Director-1, PS - 4). 

Group ‘B’ & ‘C’ Non-Gazetted - 36 (Assistant - 6, PA -3, UDC - 7, 
Steno - 1, LDC - 12, Ex-Cadre-7) 

2. Attached Office - Development Commission (Small Scale Industries) 

The Development Commissioner (SSI) also functions as ex-officio 
Additional Secretary in the ministry and the single file system is followed in processing 
proposals of DC(SSI) in the ministry. The DC(SSI) is assisted, at the senior level by 
two Additional Development Commissioner, four Industrial Advisers and one Joint 
Development Commissioner. The group wise break-up of the total staff of all offices of 
Small Industries Development Organisation taken together, as on 1.1.1999, is as follows: 



Since then, 297 posts, mostly in C and D Groups have been abolished. 
As a result, the present sanctioned strength is 3289. 

As a result of a further review, another 184 posts have been identified for 
abolition. With this, the strength of SIDO will be 3105 as indicated below: 


Group A 

479 

Group B 

116 

Group B - Non-Gazetted 

513 

Group C 

1424 

Group D 

573 

Total 

3105 
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It is also proposed to abolish another 150 direct recruitment posts. In 
addition, vacancies of all direct recruitment posts arising out of retirement or otherwise 
till 31 -3-2001 will also be abolished. The effective strength of SIDO would consequently 
be reduced by 20% by 31-3-2001, compared to its sanctioned strength on 1-1-1999. 

3. Small Industries Development Organisation (SIDO) 

Classification of Group A & B posts. 

(Sanctioned strength as on 1.1.1999) 


SI. 

No. 

Trade Director 

Deputy 

Director 

Asstt. 

Director 

Gr.l 

Asstt. 

Director 

Gr.ll 

SIPO Investigator 

1. 

Mechanical 

16 

64 

40 

17 

109 

61 

2. 

Electrical 

4 

17 

8 

9 

32 

15 

3. 

Electronics 

2 

8 

15 

- 

7 

2 

4. 

Metallurgy 

3 

18 

24 

12 

32 

14 

5. 

Hosiery 

1 

2 

2 

1 

7 

3 

6. 

Leather/Footwear 

2 

9 

15 

4 

23 

9 

7. 

Chemicals 

5 

27 

40 

9 

46 

24 

8. 

Glass/Ceramic 

2 

12 

17 

6 

28 

12 

9. 

PMT(IMT) 

9 

12 

27 

5 

43 

- 

10. 

Food 

1 

4 

8 

2 

7 

4 

11. 

Export Promotion 

2 

1 

- 

- 

- 

- 

12. 

Publicity 

1 

1 

1 

- 

- 

- 

13. 

Metal Finishing 

- 

- 

2 

2 

8 

4 

14. 

Economic Investi¬ 
gator (IES 
cadre post) 

1 

19 

21 


158 

116 

15. 

Production Index 

(ISS Cadre Post) 

1 

6 

12 

_ 


_ 

16. 

SEPP 

3 

- 

- 

- 

- 

- 

17. 

GAD 

- 

5 

7 

16 

- 

- 

18. 

Lens Grinding 

- 

- 

2 

- 

- 

- 
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4. 

Khadi & Village Industries Commission (KVIC) 

The staff strength of KVIC as on April 2000 is as follows: 

Group 

Sanctioned Expenditure on salary and 


Strength 

allowances during 1999-2000 (Rs.lakhs) 

A 

287 

469.62 

B 

580 _ 


C 

3105 

2692.40 

D 

659_ 



4631 

3162.02 


About 500 posts of the sanctioned strength have since been abolished 
(in 1993). Efforts are being made to surrender additional 850 posts, which are lying 
vacant. 

5. National Small Industries Corporation (NSIC) 

The staff strength of NSIC is as follows: 


As on 

Group A 

Group B 

Group C 

Group D 

Total 

Manpower 

31.3.1997 

367 

269 

731 

229 

1596 

31.3.1998 

356 

307 

655 

207 

1525 

31.3.1999 

372 

270 

595 

177 

1414 

1.3.2000 

339 

271 

589 

174 

1373 


The expenditure on salary and wages is estimated at about Rs.23 crore 
during 1999-2000. 

A further reduction of its strength to 849 has been agreed to. 

6. COIR BOARD 

The sanctioned strength is 501. The Coir Board abolished 101 posts in 
1993. It has agreed to abolish further 33 posts. 

The organisational chart of the Ministry of Small Scale Industries and 
Agro and Rural Industries is annexed. 
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Annexe 

Organizational Chart of the Ministry of Small Scale Industries 
and Agro and Rural Industries 
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DEPARTMENT OF HEAVY INDUSTRY 


EXECUTIVE SUMMARY 

1. The Department of Heavy Industry administers 48 PSEs representing 
almost a fifth of the total 240 central PSEs. Unfortunately most of these are sick or 
near sick enterprises. Only 16 out of 48 made profit in 1998-99, but this was 
overshadowed by the large losses made by the remaining 32 enterprises. All the 
PSEs together made a net loss of Rs.411 crore. 

2. Almost the entire budgetary allocation of the department amounting to 
about Rs.460 crore in 2000-01 is intended for meeting expenses towards rehabilitation 
and restructuring of loss making PSEs and on VRS to their employees. 

3. With the policy of liberalization leading to competition from private sector 
and from imports, most of these PSEs are finding it difficult to survive. Even otherwise, 
there is little justification to continue to retain most of them in the public sector. 

4. Any significant saving in expenditure is possible only through early disposal 
of these PSEs. 

5. Consistent with the government policy, the approach should be to privatise 
all the PSEs which are non-core and also close down those which cannot be revived/ 
privatized. Towards this end, a well conceived plan of action, with a time frame of three 
to four years and well defined milestones for achievement would need to be drawn up. 

6. Although a decision was taken in 1997 for conversion of 24 PSEs into 
joint ventures, progress has been very slow. Only one undertaking has so far been 
disinvested and management transferred to a private party and 11 PSEs have been 
referred to Department of Disinvestment. But here again, there has been little progress. 
Similarly, although 9 companies have been recommended by BIFR/Disinvestment 
Commission for winding up, only one, namely Mandya National Paper Mills has so far 
been closed down. Revival schemes of 12 enterprises as recommended by BIFR are 
in progress; in respect of 7 others, recommendations are still awaited. All these point to 
the need for examining the reasons for the slow progress and for putting in place 
necessary remedial measures without delay. 

7. A broad principle that may be adopted is to treat those companies whose 
current operations, relieved of the burden of old debts, are profitable as potential 
candidates for restructuring to make them viable. If the current operations are profitable 
and could be expected to continue to be profitable in future, such an enterprise should 
be made viable through financial restructuring by lifting the burden of debts piled up 
from loans extended by government to finance previous losses. 
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8. The task ahead of Department of Heavy Industry includes the foliowing 

(i) To proceed ahead expeditiously with the conversion into joint ventures 
all undertakings already identified for this purpose. 

(ii) Take steps expeditiously for closing down enterprises which have already 
been recommended by BIFR for winding up (and not wait for completion 
of long drawn winding up operations). 

(iii) Undertake a time bound study of all other enterprises, if necessary through 
consultants, to identify (a) those which can be made viable through 
restructuring and (b) those which are chronically ill that there is no option 
but to close them down. 

(iv) To take action expeditiously to close down those which are so identified 
as chronically sick or dispose of them through outright sale. 

(v) Undertake restructuring of those undertakings which can be made viable 
easily and quickly. An important element in such a process would be 
shedding of all unviable items of activities in these undertakings. 

(vi) All those undertakings which are neither considered crucial enough for 
continued retention in the public sector now are to be closed down or 
converted into joint ventures or be privatised. In respect of those units 
which are already fit for privatization, action would need to be initiated 
straightway in consultation with the Department of Disinvestment. 

9. Funding of PSEs for VRS/VSS and revival should, as far as possible, be 
arranged from sources other than the budgetary resources of the government. Several 
of the ailing PSEs have valuable assets by way of extensive land in prime locations 
and a way needs to be found to utilize these physical assets, either through partial sale 
or through SPV route, to generate the resources for this purpose. 

10. Having regard to the nature of work in this department, the suggestions 
of the Fifth Pay Commission for ‘delayering’, level-jumping and desk officer oriented 
system could be introduced, making not only considerable reductions in the total staff 
strength but also enhancement of efficiency in operations. 
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1. INTRODUCTION 

The Department of Heavy Industry was initially set up in 1990-91 under 
the Ministry of Industry. In October 1999, it was brought under the new Ministry of 
Heavy Industries and Public Enterprises. 

2. ROLE AND FUNCTIONS 

The Department of Heavy Industry has been assigned the work relating to 
51 public enterprises. These include 48 operating enterprises, one non-operationa! 
enterprise and two holding companies viz., Bharat Bhari Udyog Nigam Ltd. (BBUNL) and 
Bharat Yantra Nigam Ltd. (BYNL). The holding companies were created with the objective 
of coordinating and deciding policies regarding financial, budgetary, production, marketing 
and commercial aspects, HRD and other policy matters of the subsidiary companies. 

The department also handles matters pertaining to Maruti Udyog Ltd. 
which has become a non-government company, but in which government has a 
substantial stake. 

Additionally, the Department of Heavy Industry has been allocated the 
following subjects: 

(i) Manufacture of heavy engineering equipment for all industries 

(ii) Heavy electrical engineering industries 

(iii) Machinery industries including machines tools 

(iv) Auto-industries including tractors and earthmoving equipment 

(v) All types of diesel engines. 

The list of 48 operating PSEs, categorized into nine activity groups is at 

Appendix I. 

3. ORGANIZATION 

The department exercises administrative control on the public sector 
enterprises referred to above. It is headed by a Secretary to the Government of India 
who is assisted by three Joint Secretaries. The department is also supported by the 
Economic Adviser and Additional Secretary and Financial Adviser. 

The staffing pattern of the department is as follows: 



Sanctioned strength 

Existing strength 


Group A 

22 

32' 


Group B 

135 

120 


Group C 

10 

11 


Group D 

47 

47 



214 

210 



* 10 Group B Officers holding posts in Group A on in situ basis. 
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4. PUBLIC ENTERPRISES UNDER THE DEPARTMENT OF HEAVY 

INDUSTRY 

The 48 public sector enterprises are engaged in manufacturing 
engineering/capital goods/inter-mediate and consumer goods/consultancy and 
contracting activities. The range of manufactured products covers machine tools, 
industrial machinery, boilers, gas/steam/hydro turbines, turbo generators, railway traction 
equipment, prime movers, electrical equipment, agricultural tractors and consumer 
goods such as scooters, leather goods and watches. 

These 48 PSEs represent about a fifth of the total of 240 central PSEs, 
has a gross block of Rs.7,595 crore with an annual turnover of Rs.11,400 crore, providing 
employment to 1.77 lakh persons. 

The budgetary allocation for the Department of Heavy Industry for 
2000-2001 is Rs.461.43 crore. This consists of: 


i) 

Investment in government enterprises 

Rs. Crore 

93.46 

ii) 

Loans to Govt, enterprises 

260.44 

iii) 

Grants to PSEs for implementation of VRS 

33.50 

iv) 

Secretariat-Economic Services 

6.96 

v) 

Interest subsidy 

51.27 

vi) 

Guarantee fee subsidy 

3.76 

vii) 

Other expenditure 

3.04 

viii) 

R&D automotive industries 

9.00 



461.43 


Almost the entire budgetary allocation of the Department of Heavy 
Industry, barring about Rs.20 crore, is utilised for meeting expenses towards 
rehabilitation and restructuring of loss-making PSEs and in VRS to their employees. 

5. PERFORMANCE OF PSEs UNDER THE DEPARTMENT OF HEAVY 

INDUSTRY 

The department is unfortunately burdened with a large complement of 
sick or near sick PSEs. Out of the 48 PSEs under the department, only 26 are new 
ventures set up by the government while the remaining 22 are sick private sector 
companies taken over by the Government largely in the interest of the employees. The 
list of the PSEs, classified as new and taken over, is given at Appendix II. 
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Notwithstanding considerable infusion of funds in the rehabilitation of 
these taken over undertakings, several continue to incur substantial losses. Thus out 
of 22 taken over enterprises, 14 incurred substantial losses while only 8 showed some 
marginal profits in 1998-99. 

Not that all the 26 newly started enterprises are in good health. Only 8 of 
these made profits in 1998-99. With the exception of BHEL which made a profit of over 
Rs.900 crore, the rest showed only modest or marginal profits. Eighteen of the new 
enterprises showed losses in 1998-99. The major loss making companies were the 
Cement Corporation of India, Hindustan Cables, Rehabilitation Industries Corporation, 
Hindustan Photo films, Mining and Allied Machinery Corporation. 

Of the total of 48 undertakings, only 16 made profits totaling to Rs.990 
crore (BHEL contributing to almost 95% of this). On the other hand, 32 PSEs made 
losses adding unto Rs.1401 crore, All the PSEs together thus made a net loss of 
Rs.411 crore in 1998-99. 

The cumulative financial performance of PSEs as at the end of 1998-99 
is presented in Appendix III. 

It will be noted that several enterprises like, Heavy Engineering 
Corporation, Hindustan Photo Films, Hindustan Paper Corporation, Nagaland Pulp & 
Paper Corporation, Hindustan Cables, Engineering Projects India Ltd., Mining & Allied 
Machinery Corporation, Cement Corporation, Bharat Opthalmic Glass, National 
Instruments, Rehabilitation Industries Corporation, Burn Standard, Jessop & Co., 
Braithwaite & Co., Bharat Process & Mechanical Engineers Ltd., Cycle Corporation of 
India, Prag Tools, National Bicycle Corporation of India, Mandya National Paper Mills, 
Nepa, Tannery & Footwear Corporation of India and Tyre Corporation of India have 
large accumulated losses. 

Further, with the exception of Hindustan Paper Corporation, all of the 
above PSEs have a negative net worth. All of them have also posted large losses 
during 1998-99 with the exception of Hindustan Paper Corporation, Jessop and 
Braithwaite. In the last two, the modest profits shown by them had been made possible 
as a result of a restructuring programme under implementation. 

On the basis of anticipated results for 1999-2000 and budgeted figures 
for 2000-2001, the same dismal picture is expected to continue. 

The new PSEs set up by the government were governed by the policy 
objectives of the Industrial Policy Resolution of 1956 and not by profitability criterion. 
Thus, the concern for regional development and for self reliance through domestic 
production did result in setting up a number of industrial units in the public sector in 
what, in retrospect, will be considered as uneconomic locations; similarly unviable units 
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with sub-optimal capacities without cost considerations were established in order to 
save on imports and to achieve self-sufficiency. 

The pre-liberalisation economic policies of import restrictions, 
administered price mechanisms and purchase preferences provided the necessary 
cushion to these enterprises to operate in a protected environment. 

Furthermore, in the drive towards rapid industrialization, government 
embarked on development of industries requiring highly sophisticated and closely held 
technologies, access to which was not easily available to it. In many cases, this resulted 
in public sector enterprises being set up based on technical know-how, which was 
often less than the best. The inability to upgrade these technologies has also been a 
severe handicap to these enterprises. 

With the dismantling of the protective policy framework and the opening 
up of the economy to liberal imports, these initial inbuilt handicaps have exposed many 
PSEs to unequal competition. The private sector has now come up in a big way and is 
directly competing with the public sector. This applies to a variety of capital, inter¬ 
mediate and consumer goods produced in the public sector. Thus, the wisdom of 
continuance of many of these undertakings, particularly those that can’t be restructured 
easily to function in a healthy and profitable manner, now stands seriously challenged. 

In this dismal scenario, BHEL is one of the exceptions. Having branched 
out into new products and also inducted modern technologies ; t has been able to 
successfully withstand the onslaught of global competition. 

6. FUTURE STRATEGY 

With such a large number of loss making enterprises to cope with, 
Department of Heavy Industry has a very hard task ahead. 

Consistent with the government policy, the approach should be to privatize 
all the PSEs which are non-core and also close down those which cannot be revived/ 
privatized. Given the large number of sick enterprises under the Department of Heavy 
Industry, it is not suggested that all of these should be closed down at one go. It may 
be necessary to phase these out over the next three or four years. But what is of 
crucial importance is to take firm decisions for the closure of identified sick units and to 
draw up a well conceived plan of action, with clearly set milestones for implementation. 

7. ACTION TAKEN SO FAR 

The Department of Heavy Industry has already taken several steps 
towards cleaning up the vast portfolio of PSEs of good as well as indifferent nature 
under its charge. 
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7.1 Conversion to Joint Ventures 

A decision has been taken “in principle” to convert some of the PSEs into 
joint venture companies with offer of equity holding unto 74% to the joint venture partner. 
Government has also given separately its approval to outright sale in some cases. 24 
PSEs have been identified for this purpose. A list of these PSEs is at Appendix IV. The 
progress achieved so far is 

(1) The Belting Division of Andrew Yule has been made into a joint venture 
with Phoenix of Germany holding 74% of the equity. 

(2) The Yeraguntlas plant of Cement Corporation of India has been sold to a 
private party. 

(3) 74% of equity of Lagan Jute Machinery Co. was disinvested, and 
management was transferred to a private party. 

(4) 13 PSEs have been referred to Department of Disinvestment. (Refer 
Appendix V). 

(5) Government decided to wind up the Mandya National Paper Mills giving 
voluntary separation to its employees. 

The progress has been slow. The list of 24 includes unsound and sick 
companies which understandably are not strong candidates to attract privatization. 

Out of the list of 24 PSEs drawn up in 1997 for conversion to joint ventures 
11 have been referred to the Department of Disinvestment for JV formation or 
disinvestment. The present position is that in several of these cases, consultants have 
been appointed; and in some even bids have been invited. The response has not been 
generally satisfactory. Attempts for JV formation in the case of HMT have not borne 
fruit.The process of invitation of bids, their evaluation, negotiation with potential strategic 
partners and the drawing up documents for sale is a fairly time consuming operation 
requiring consultation and approval at different levels of the government. The progress 
so far has been somewhat tardy. It will be necessary to examine the reasons for this 
and take sufficient corrective measures so that action can be completed in a time 
bound manner. 

7.2 Reference to BIFR 

Twenty seven PSEs were referred to BIFR. BIFR approved revival of 12 
and the revival schemes are under implementation. It recommended winding up of 8. 
Recommendations of BIFR on 7 companies are still awaited. 

7.2.1 Companies in which BIFR schemes are under implementation 

The 12 companies which are implementing the revival schemes are: 

1. Burn Standard Ltd. 

2. Bharat Brakes and Valves Ltd. 
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3. RBL Ltd. 

4. Jessop & Co. Ltd. 

5. Braithwaite & Co. Ltd. 

6. Bharat Pumps & Compressors Ltd. 

7. Richardson & Credas Ltd. 

8. Triveni Structurals Ltd. 

9. Instrumentation Ltd., Kota. 

10. National Instruments Ltd. 

11. Scooter India Ltd. 

12. Heavy Engineering Corporation Ltd. 


The revival schemes of these 12 enterprises involve a commitment of 
government funds to the extent of Rs.3325 crore. Details are at Appendix VI. 

Revival of sick enterprises is thus expensive. A large part of government 
commitment is in the form of write-off of government debts and conversion of government 
loans into equity. As these loans are in any case not likely to be recovered, these 
should be regarded as sunk cost and not a fresh charge on the government. 


If, therefore, small infusion of fresh funds can make sick companies viable, 
it would be worthwhile to do so. Such funds required from government are Rs.637 crore 
and this is relatively a small cost if these 12 enterprises can be put on their feet. 


More importantly, it will enable these enterprises to be converted into 
joint ventures; thereby relieving the government of its responsibility to pump in additional 
funds later; on the other hand they should hopefully give some returns as dividends to 
government. 

That there are excellent possibilities of converting these enterprises into 
joint ventures is evident from the fact that six of them (namely, Bharat Brakes & Valves 
Ltd., RBL Ltd., and Scooters India Ltd.) have been referred to the Department of 
Disinvestment for JV formation/disinvestment. 


It is, however, necessary that the restructuring schemes are kept under 
close watch and modified, if necessary, to achieve the end results. It appears that such 
modifications have already been found necessary in a few cases. If such scrutiny 
reveals that the possibilities for revival or for joint venture formation have receded, then 
it would be necessary to initiate action for closure without delay, so that infusion of 
further capital is avoided. 
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7.2.2 Companies recommended by BIFR for winding up/closure 

The companies recommended by BIFR/Disinvestment Commission for 
winding up are the following: 

1. Bharat Process and Mechanical Engineers Ltd. (BPMEL) 

2. WeighBird (India) Limited (WIL) 

3. Mining and Allied Machinery Corporation 

4. National Bicycle Corporation of India Ltd. 

5. Cycle Corporation of India Ltd. 

6. Bharat Opthalmic Glass Ltd. 

7. Tannery and Footwear Corporation Ltd. 

8. Mandya National Paper Mills 

9. Rehabilitation Industries Corporation 

Of these 9 companies, a decision has so far been taken to close down 
one namely, Mandya National Paper Mills. 

Cases that are referred to BIFR are scrutinized by it in consultation with 
all the interests concerned and various options for reviving are examined. It is only 
when all the options are closed that BIFR comes to the conclusion to recommend a 
winding up operation. An expert committee that went into the matter thereafter has 
also concluded that these units are unviable. As these PSEs have been subjected to 
detailed and extensive examination by an expert body, there should ordinarily be no 
delay in reaching an early decision. All the enterprises recommended by the BIFR for 
winding up have large accumulated losses and keeping these enterprises in existence 
will only add to the burden on the exchequer. It is therefore suggested that government 
take an early decision on them and the procedure for their closure be put into motion at 
the earliest. 

The lengthy procedure and almost open-ended time frame for dealing 
with sick enterprises referred to BIFR, whose recommendations thereafter have to be 
processed through equally lengthy winding up procedures are inimical to finding 
expeditious solutions to ailing companies. An alternate approach would be to seek 
permission for closure of the undertakings which are found to be totally unviable, under 
the Industrial Disputes Act. The closure of an undertaking, even when the winding up 
operations are in progress, is feasible under the provision of the ID Act. In accordance 
with the notification issued in July 1998, permission for closure of such central public 
sector undertakings can be granted by the central Ministry of Labour and does not 
require the approval of the state government. The workers can be given the facility of 
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the generous Voluntary Separation Scheme; those who do not avail of this facility are 
still entitled to compensation under the ID Act. In adopting this approach, the continuing 
expenditure on wages, salaries and overheads until the long drawn winding up 
operations are completed can be avoided. This was the procedure adopted in the case 
of Mandya National paper Mills and will merit consideration for adoption in other similar 
cases involving inevitable winding up of unviable companies. As a start, it can be 
adopted in all cases already identified for winding up by the BIFR/Disinvestment 
Commission. 

7.2.3 Companies pending with BIFR 

The following cases are pending with BIFR: 

1. Nagaland Pulp and Paper Corporation Ltd. 

2. Praga Tools Ltd. 

3. Hindustan Photo Films Manufacturing Company Ltd. 

4. Cement Corporation of India Ltd. 

5. NEPA Ltd. 

6. Tyre Corporation of India Limited and 

7. Hindustan Salts Ltd. 

In one other case of Triveni Structural Ltd., a review is being undertaken 

by BIFR. 

A decision on these PSEs will have to wait until receipt of the 
recommendations of BIFR 

Meanwhile, three of these PSEs, namely Praga Tools, NEPA Ltd., and 
Hindustan Salts Ltd., have been referred to the Department of Disinvestment for JV 
formation/disinvestment. 

7.2.4 Other PSEs on which a view is still to be taken 

Leaving aside those PSEs which have been examined/are under 
examination of BIFR, PSEs on which a decision have been taken in principle for 
disinvestments/JV formation, there are still a dozen companies, on the future of which 
a view is yet to be taken. 

These are listed under F of Appendix VII setting out the present position 
of PSEs under the Department of Heavy Industry. 

A view has to be taken as to whether any of them has to be retained in 
the public sector in the national interest. 

For the rest, they should be subjected to a detailed study to ascertain 
their viability, where necessary through restructuring, to make them attractive 
for JV formation. Those which cannot be made profitable even after restructuring 
should be closed down. 
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8. TASKS AHEAD 

The task ahead of Department of HI include the following: 

(i) To proceed expeditiously with the conversion into joint ventures all 
undertakings already identified for this purpose. 

(ii) Take steps expeditiously for closing down enterprises which have already 
been recommended by BIFR for winding up (and not wait for completion 
of long drawn winding up operations). 

(iii) Undertake a study of all other enterprises, if necessary through 
consultants, to identify (a) those which can be made viable through 
restructuring and (b) those which are so chronically ill that there is no 
option but to close them down. 

(iv) To take action expeditiously to close down those which are so identified 
as chronically sick or dispose of them through outright sale. 

(v) Undertake restructuring of those undertakings which can be made viable 
easily and quickly. An important element in such a process would be 
shedding of all unviable items of activities in these undertakings. 

(vi) All those undertakings which are neither considered crucial enough for 
continued retention in the public sector now are to be closed down or 
converted in to joint ventures or be privatized. In respect of those units 
which are already fit for privatization, action would need to be initiated 
straightway in consultation with the Department of Disinvestment. 

9. FINANCING OF THE PROGRAMME 

As already indicated, almost the entire budgetary allocation of the 
Department of Heavy Industry is presently utilized for meeting expenses towards 
rehabilitation and restructuring of loss making PSEs and in VRS to their employees. 

Any major economy in expenditure under the Department of Heavy 
Industry can be achieved only by addressing the crucial issue of the disposal of the 
large number of PSEs under this department. 

This will require privatization/conversion into joint ventures, and closure 
of those which are chronically ill and cannot be made into viable enterprises. 

A programme on these lines will require a measure of funding for VRS 
(for companies undergoing restructuring) and VSS (for those enterprises which are to 
be closed down). Some funds may also be required for working capital and/or minimum 
of repairs and rehabilitation to get the ailing enterprises back into production. 

Funding of PSEs for VRS/VSS and other purposes mentioned above 
should, as far as possible, be arranged from sources other than the budgetary resources 
of the government. Several of the ailing PSEs have valuable assets by way of extensive 
land in prime locations and a way needs to be found to utilize these physical assets, 
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either through partial sale or through the SPV route, to generate the resources for this 
purpose. Once the enterprise attains viability through restructuring, the funds so raised 
could be repaid from the resources of the enterprises. A self-financing mechanism of 
this nature should considerably help to speed up the implementation of the programme 
of disinvestment/closure of the PSEs under the Department of Heavy Industry. 

In this connection, a proposal currently under the consideration of the 
Ministry of Textiles for funding the VRS/VSS and for revival of potentially viable textile 
mills under the National Textile Corporation can be considered as a model, with 
appropriate modification, if necessary, for financing the VRS/VSS and revival of ailing 
enterprises under the Department of Heavy Industry. This envisages 

One time settlement (OTS) with secured and pressing creditors through 
bonds issued by NTC guaranteed by government. 

Offer of VSS to workers, VSS being funded from loans raised against 
unencumbered physical assets. 

Closure of the mill under ID Act after obtaining the requisite permission 
from Ministry of Labour, Government of India. 

Retrenchment compensation under ID Act to be paid to those workers 
who do not opt for VSS. 

Sale of assets of the mill thereafter by FIs/banks/OA (Operating agency). 

An alternative method would be to raise loans with government guarantee 
for VRS/VSS/revival, to be later repaid from sale of assets/surplus assets. Government 
thus does not get involved with guaranteeing past loans, which in most cases, may be 
in the nature of NPAs of FIs/banks. 

10. RIGHT SIZING OFTHE DEPARTMENT 

The agenda before the Department of HI is fairly heavy and will require 
considerable effort until the privatization programme is completed. It will therefore be 
somewhat unrealistic to expect any significant reduction at the middle and senior officer 
levels in the Department of HI in the immediate future. Any such downsizing can take 
place only after the process of privatization has substantially been gone through. 

The department is almost exclusively concerned with policy formulation 
and issues related to implementation of the privatization/closure of the bulk of the 
PSEs. These are essentially officer oriented activities. There is little by way of routine 
functions requiring a large number of staff in Group C & D or even in Group B. Though 
the proportion of Group C and D employees to the total strength in this department is 
comparatively low compared to many other departments, the proportion, taking groups 
B, C and D together, is quite high. There is thus scope as well as need for introducing 
‘delayering’, level jumping and desk officer oriented systems as recommended by the 
Fifth Pay Commission. Apart from leading to a substantial reduction in the total staff 
strength, this will also contribute to increased operational efficiency in the department. 
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Appendix-I 

ACTIVITY WISE CATEGORY OF PUBLIC SECTOR ENTERPRISES 

I. CAPITAL GOODS 

1. Bharat Heavy Electricals Ltd. 

2. HMT Ltd. 

3. Heavy Engineering Corporation Ltd. 

4. Mining & Allied Machinery Corporation Ltd. 

5. Praga Tools Ltd. 

II. INTERMEDIATE GOODS 

1. Andrew Yule & Co. Ltd. 

2. Instrumentation Ltd., Kota 

3. HMT bearings Ltd. 

4. Lagan Jute Machinery Corporation Ltd. 

5. RBL Ltd. 

6. National Instruments Ltd. 

7. Rajasthan Electronics & Instrumentation Ltd. 

8. Hindustan Cables Ltd. 

9. Weighbird India Ltd. 

10. Bharat Opthalmic Glass Ltd. 

III. PROCESS PLANT 

1. Bharat Heavy Plates & Vessels Ltd. 

2. Bharat Pumps & compressors Ltd. 

3. Bharat Process & Mechanical Engineers Ltd. 

IV. STRUCTURAL 

1. Richardson & Crudas Ltd. 

2. Triveni Structural Ltd. 

3. Tungabhadra Steel Products Ltd. 

V. RAILWAY ROLLING STOCK 

1. Burn Standard Co. Ltd. 

2. Bharat Brakes & Valves Ltd. 
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3. Braithwaite & Co. Ltd. 

4. Bharat Wagons & Engineering Ltd. 

5. Jessop & Co. Ltd. 

VI. AUTOMOTIVE 

1. Scooters India Ltd. 

• HMT listed at category I manufactures tractors also 

VII. CONSTRUCTION 

1. Bridge & Roof Ltd. 

2. Engineering Projects India Ltd. 

3. Burn, Braithwaite, Jessop Construction Co. Ltd. 

VIII. CONSUMER GOODS 

1. Hindustan Paper Corporation Ltd. 

2. Hindustan Newsprint Ltd. 

3. Nagaland Pulp & Paper Corporation ltd. 

4. Mandya National Paper Mills Ltd. 

5. Hooghly Printing Ltd. 

6. Nepa Ltd. 

7. Cement Corporation of India Ltd. 

8. Tyre Corporation of India Ltd. 

9. Cycle Corporation of India Ltd. 

10. National Bicycle Corporation of India Ltd. 

11. Hindustan Photo Films Manufacturing Co. Ltd. 

12. Hindustan Salts Ltd. 

13. Sambhar Salts Ltd. 

14. Tannery & Footwear Corporation Ltd. 

15. Bharat Leather Corporation Ltd. 

16. Rehabilitation Industries Corporation Ltd. 

• Andrew Yule produces Packet Tea and 

• HMT produces watches 

IX. CONSULTANCY SERVICES 

1. National Industrial Development Corporation Ltd. 

2. HMT International Ltd. 
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Appendix-ll 

LIST OF PSEs NEWLY ESTABLISHED AS SUCH 


S.No. 

Enterprise 

Sector & Product Profile 

1 

Bharat Heavy Electricals Ltd. (BHEL) 

Power plants, defence, space, 
oil drilling, transportation, 
industry. 

2 

Bharat Pumps & Compressors 
(BPCL), Naini. 

Petroleum & fertilizer equipment. 

3 

Bharat Heavy Plates & Vessels 

Pressure vessels, process 


(BHPV), Vishakapatnam. 

plants. 

4 

Heavy Engineering Corporation 

Steel, mining, railway, engineering 


(HEC), Ranchi. 

equipment. 

5 

HMT, Bangalore. 

Machine tools, tractors, watches. 

6 

HMT International, Bangalore 

Exports of machine tools, etc. 

7 

Hindustan Paper Corporation 
(HPCL), Kolkata. 

Writing & printing paper, newsprint 

8. 

Hindustan Newsprint Ltd. (HNL), Kottayam. 

Newsprint 

9. 

Nagaland Pulp and Paper Co. (NPPC) 

Writing & printing paper. 

10. 

Hindustan Photo Films Mfg. Co. (HPF), 

Ootacamund. 

Black & white films, X ray films. 

11. 

Hindustan Cables Ltd., Calcutta. 

Telecommunication cables. 

12. 

Hindustan Salts (HSL), Jaipur. 

Industrial & common salt. 

13. 

Sambhar Salts (SSL), Jaipur 

Industrial & common salt. 

14. 

Engineering Projects (EPI), New Delhi. 

Turnkey construction of industrial 
& infrastructure projects. 

15. 

National Industrial Dev. Corpn. 

Consultancy in industrial planning, 


(NIDC), New Delhi. 

Project management. 

16. 

Instrumentation Kota Ltd. (ILK), Kota. 

Industrial instrumentation & controls. 

17. 

Mining & allied Machinery Corporation 

Equipment for coal mining, steel, 


(MAMC), Durgapur. 

Power & port sector. 

18. 

Scooters India (SIL), Lucknow. 

Two wheelers & three wheelers. 

19. 

Cement Corporation of India (CCIL), 

New Delhi. 

Portland cement. 
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20. Bharat Opthalmic Glass (BOCL), 
West Bengal. 

21. National Instruments (NIL), Kolkata 

22. Tungabhadra Steel Products (TSP) 


Crown glass, flint buttons optical 
blanks. 

Theodolite, binoculars, survey & 
leveling instruments, night vision 
equipment. 

Hospet. Structurals, cranes, hydraulic 
gates, transmission towers 
penstocks, pressure vessels. 


23. Triveni Structurals (TSL), Naini. 

24. Rajasthan Electronics & Instrumentation 
(REIL), Jaipur. 

25. Bharat Leather Corporation (BLC), Agra. 

26. Rehabilitation Industries Corporation 
(RIC), Kolkata. 


Hydraulic gates, structurals, 
transmission, TV & microwave 
towers, ropeways. 

Solar photo-electric, milk testers, 
energy meters, RAX/MAX 
cards etc. 

Leather products. 

Small scale, consumer goods, 
shoes & textile sector. 


LIST OF PSEs FORMED BY TAKE OVER OF PRIVATE UNITS 


S.No. Enterprises 

1. Andrew Yule & Co., Kolkata. 


2. Hooghly Printing Co. Kolkata. 

3. Burn Standard Co. Ltd. 


Sector Product Profile 

Industrial fans, tea processing, 
pollution control equipment, 
transformers & switchgear, tea 
marketing. 

Printing. 

Wagons, wagon components, 
refractories, offshore platforms, 
Ash handling systems. 


(BSCI), Kolkata. 


4. Bharat Brakes & Valves (BBCL), Kolkata. Vacuum and air brakes, slack 

adjusters, exhausters, compressors, 
door operating systems, fuel and 
oil handling systems. 
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5. 

6 . 


7. 


8 . 


9. 


10 . 

11 . 

12 . 

13. 


14. 


15. 

16. 


RBL Ltd., Kolkata. 

Jessop & Co. (JSP), Kolkata. 

Braithwaite & CO. (BCL), Kolkata. 

Bharat Wagon & Engineering Co. 
(BWEL) Patna. 


H.T. Oil & vacuum circuit breaker. 

DC & AC EMU coaches, wagons, 
road roller, paper & mining 
machinery, cranes. 

Wagons, oil tankers, grey iron 
castings, forging, jute machinery, 
structurals, cranes. 

Wagons, sugar mill rollers, Cl 
castings, bridge girders, oil tanks, 
railway & road bridge components. 


Bharat Process & Mechanical Engineers, Water treatment plant, oil & gas 
(BPMEL), Kolkata. processing equipment, EOT 

cranes, fabrication. 


Weighbird India, Ltd. (WIL), Kolkata. 

Lagan Jute Machinery Corpn. Ltd. 
(LJMC), Kolkata. 

Burn, Braithwaite & Jessop Co. Ltd. 
(BBJ), Kolkata. 


Weighing equipment, industrial 
coils, springs. 

Jute machinery & spares. 

Railway steel bridges, marine 
structures & ropeways. 


Richardson & Crudas Ltd. (R&C), Mumbai. Railway points & crossings, sugar 

plants, tubulars, structurals, 
pressure vessel, heat exchanger, 
rail tankers, treatment plants, deep 
well hand pump, air conditioning. 


Bridge & Roof Co. Ltd. (B&R), Kolkata. Civil & mechanical construction, 

turnkey projects, floating roof tanks, 
steel & concrete bridges, marine 
containers, pressure vessels, 
highway construction, cooling 
towers, Bailey bridges. 


Cycle Corporation of India (CCIL), Kolkata. Bicycles and components 

National Cycle Corporation of India Ltd. Bicycles and components 
(NBCIL), Mumbai. 
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17. Praga Tools Ltd., Secunderabad. 


18. HMT Bearings Ltd., Hyderabad. 


19. Mandya National paper Mills 
(MNPM), Belagula. 

20. Nepa Ltd., Nepanagar. 

21. Tannery & Footwear Corpn. 
(TAFCO), Kanpur. 

22. Tyre Corporation of India Ltd. 
(TCIL), West Bengal. 


Tool & cutter grinders, milling 
machines, thread rolling machine, 
lathe chucks, railway screw 
couplings, CNC machining centres, 
lathe, forging & castings. 

Ball, taper & roller bearings, 
cylindrical roller bearings. 

(RIC), Kolkata. 

Newsprint, bagasse based. 

Newsprint, writing & printing paper. 
Shoes. 

Automotive tyres, tubes, flaps, cord 
repair, fabric, cycle & moped tyres, 
conveyor, fan & V belts, hoses. 
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Appendix-Ill 

PERFORMANCE OF PUBLIC SECTOR ENTERPRISES 1998-99 





(Rs. In crore) 

SI. Enterprises 

No. 

Performance 

In 98-99 

Output Profit/ 

Loss 

Cumulative 

Profit/ 

Loss 

Net 

worth 

1 2 

3 

4 

5 

6 

1. Bharat Heavy Electricals Ltd. 

6795.00 

933.00 

2840.00 

3083 

2. Bharat Pumps & Compressors Ltd. 

45.74 

-13.03 

-83.04 

-31.12 

3. Bharat Heavy Plates & Vessels Ltd. 

209.58 

1.12 

13.97 

43.27 

4. Heavy Engineering Corporation Ltd. 

271.61 

-50.63 

-1095.35 

-647.59 

5. HMT Ltd. 

810.12 

-36.57 

-139.60 

24.25 

6. HMT (International) Ltd. 

39.49 

0.47 

0.28 

20.75 

7. Hindustan Paper Corpn. Ltd. 

347.01 

9.32 

-605.60 

85.79 

8. Hindustan Newsprint Ltd. 

238.86 

24.62 

124.80 

207.26 

9. Nagaland Pulp & Paper Corp, Ltd. 

0 

-12.98 

-159.34 

-39.14 

10. Hindustan Photo Films Mfg. Co. Ltd. 

48.65 

-240.78 

-868.30 

-596.87 

11. Hindustan Cables Ltd. 

217.43 

-145.80 

-470.76 

-63.77 

12. Hindustan Salts Ltd. 

4.59 

-2.16 

-7.09 

-0.24 

13. Sambhar Salts Ltd. 

6.53 

-0.18 

-1.07 

1.29 

14. Engineering Projects India Ltd. 

144.88 

-34.19 

-825.87 

-757.36 

15. National Industrial Development 
Corporation Ltd. 

2.80 

-5.88 

-11.60 

-9.61 

16. Instrumentation Ltd. 

126.88 

-.13.35 

-72.94 

-7.14 

17. Mining & Allied Machinery Corp. Ltd 

8.03 

-170.86 

-897.72 

-881.73 

18. Scooters India Ltd. 

125.91 

6.60 

-6.79 

31.59 

19. Cement Corporation of India Ltd. 

209.70 

-184.95 

-974.77 

-576.90 

20. Bharat Opthalmic Glass Ltd. 

2.20 

-24.58 

-197.99 

-193.12 

21. National Instruments Ltd. 

2.51 

-29.02 

-215.93 

-209.63 

22. Tungabhadra Steel Products Ltd. 

25.39 

0.06 

0.11 

9.66 
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1 2 

23. Triveni Structurals Ltd. 

24. Rajasthan electronics & 
Instrumentation Ltd. 

25. Bharat Leather Corporation Ltd. 

26. Rehabilation Industries 
Corporation Ltd. 

27. Andrew Yule & Co. 

28. Hooghly Printing Co. 

29. Burn Standard Co. Ltd. 

30. Bharat Brakes & Valves Ltd. 

31. RBL Ltd. 

32. Jessop & Co. Ltd. 

33. Braithwaite & Co. Ltd. 

34. Bharat Wagon & Engineering Ltd. 

35. Bharat Process & 

Mechanical Engineers Ltd. 

36. Weighbird India Ltd. 

37. Lagan Jute Machinery Co. Ltd. 

38. Braithwaite, Burn,Jessop 
Corporation Ltd. 

39. Richardson & Crudas Ltd. 

40. Bridge & Roof Co. Ltd. 

41. Cycle Corporation of India Ltd. 

42. Praga Tools Ltd. 

43. HMT (Bearings) Ltd. 

44. National Bicycle Corporation 
of India Ltd. 

45. Mandya National Paper Mills Ltd. 

46. Nepa Ltd. 

47. Tannery & Footwear Corporation 
of India Ltd. 

48. Tyre Corporation of India Ltd. 


3 

4 

5 

6 

30.96 

24.74 

-93.85 

-72.74 

19.86 

0.11 

3.04 

4.29 

4.99 

-3.64 

-21.72 

-15.67 

1.68 

-125.89 

-606.45 

-606.45 

24.61 

4.10 

-7.76 

-56.36 

2.28 

0.02 

-0.14 

1.03 

272.41 

-26.95 

-261.80 

-160.97 

8.47 

-3.28 

-29.66 

-22.04 

4.19 

-1.49 

-13.34 

-10.14 

68.08 

0.70 

-258.49 

-170.74 

161.74 

0.41 

-104.85 

-8.33 

110.39 

0.22 

1.16 

9.25 

0.07 

-29.29 

-180.44 

-179.54 

0.36 

-5.01 

-42.60 

-41.17 

5.92 

-0.74 

-0.97 

4.14 

22.37 

-2.27 

-13.21 

-11.38 

90.93 

2.59 

-48.75 

6.09 

337.07 

3.89 

18.63 

31.11 

0.39 

-56.45 

-425.80 

-413.61 

12.02 

-28.84 

-156.17 

-140.21 

42.91 

2.73 

3.40 

13.07 

0.56 

-19.75 

-187.36 

-179.27 

0.56 

-18.14 

-254.75 

-233.00 

98.65 

-0.12 

-114.14 

-2.43 

0.07 

-27.99 

-325.40 

-313.30 

118.76 

-61.27 

-397.74 

-313.96 


11330.21 - 411.32 - 7178.34 - 3278.01 


TOTAL 
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Appendix IV 

List of 24 PSEs Proposed by Government in 1997 
for Conversion into Joint Ventures 

1. Andrew Yule & Co. Ltd. 

2. Bharat Heavy Plates & Vessels Ltd. 

3. Bharat Leather Corporation Ltd.* 

4. Bharat Pumps & Compressors Ltd.* 

5. Bridge & Roof Company India Ltd. 

6. Hindustan Cables Ltd.* 

7. Engineering Projects India Ltd. 

8. HMT Ltd. 

9. HMT Bearing Ltd. 

10. Scooters India Ltd. * 

11. Hindustan Photo Films Manufacturing Co. Ltd. 

12. Cement Corporation of India Ltd. 

13. Hindustan Salts Ltd.* 

14. Instrumentation Ltd.* 

15. Lagan Jute Manufacturing Co. Ltd. 

16. Sambhar Salts Ltd. 

17. Nepa Ltd.* 

18. Tungabhadra Steel Products Ltd.* 

19. Praga Tools Ltd.* 

20. Hindustan Paper Corporation Ltd. 

21. Mandya National Paper Mills Ltd. 

22. National Industrial Development Corporation Ltd.* 

23. Tyre Corporation of India Ltd. 

24. RBL Ltd.* 

Out of these 24 enterprises, 11 (marked with asterisk) have already been 
referred to the Department of Disinvestment (D.O.D.) for JV formation/Disinvestment. 

In addition, the following two enterprises have also been similarly referred to D.O.D. 

1. Jessop & Co. Ltd. 


2. Bharat Brakes & Valves Ltd. 

Thus there are altogether 13 PSEs under reference to D.O.D. 
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Appendix V 

PSEs referred to Department of Disinvestment 
for JV formation/Disinvestment 

1. Nepa Ltd. (NEPA) 

2. RBL Ltd. (RBL) 

3. Instrumentation Ltd. (ILK) 

4. Bharat Brakes & Valves Ltd. (BBVL) 

5. Bharat Leather Corporation Ltd. (BLC) 

6. Scooters India Ltd. (SIL) 

7. Bharat Pumps & Compressors Ltd. (BPCL) 

8. Hindustan Salts Ltd. (HSL) 

9. Tungabhadra Steel Products Ltd. (TSPL) 

10. Jessop & Co. Ltd. (Jessop) 

11. Hindustan Cables Ltd. (HCL) 

12. National Industrial Development Corpn. Ltd. (NIDC) 

13. Praga Tools Ltd. (PTL) 


************** 
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Appendix VI 


GOVERNMENT INPUTS IN PSEs UNDER 
REVIVAL PLANS SANCTIONED BY BIFR 


(Rs.Cr.) 


No. PSU 

Date of 

Sanction 

Fresh infusion of funds 

Amount Relea- 

Write-off 
by Govt. 

Conve¬ 
rsion: 
loan as 

equity 

Govt. 

Guaran¬ 

tee 

Total 

1 2 

3 

4 

5 

6 

7 

8 

9 

( 4 + 6 + 7 + 8 ) 

1. Braithwaite & Co. 

Oct-96 

26.68 

26.68 

84.85 

59.61 

35.00 

206.14 

2. Bharat Brake & 

Valves Ltd. 

Jan-96 

6.27 

6.27 

16.29 

4.05 

2.70 

29.31 

3. Bharat Pumps & 

Compressors 

Sep-95 

15.75 

15.75 

53.91 

26.78 

56.09 

152.53 

4. Triveni Structurals 

Ltd. 

Sep-95 

29.22 

29.22 

30.48 

9.78 

48.26 

117.74 

5. Richardson & 

Cruddas Ltd. 

Nov-95 

- 

- 

97.91 

35.04 

46.54 

179.49 

6. Heavy Engg. Corpn. 

, Aug-96 

252.00 

190.65 

272.10 

99.41 

253.00 

876.51 

7. Scooters India Ltd. 

Set-96 

22.45 

17.13 

593.59 

27.22 

18.54 

661.80 

8. Rerolle Burn Ltd. 

Sep-96 

4.13 

3.95 

0.21 

2.15 

4.43 

10.92 

9. Jessop & Co. 

Sep-97 

43.00 

43.00 

119.98 

21.11 

70.68 

254.77 

10. Instrumentation 

Ltd., Kota. 

Mar-99 

66.00 

62.00 

17.00 

25.98 

25.00 

133.98 

11. Burn Standard 

Co. Ltd. 

Apr-99 

150.00 

134.49 

329.64 

135.72 

65.00 

680.36 

12. National 

Instruments Ltd. 

Nov-99 

21.00 

17.96 

- 

- 

- 

21.00 

TOTAL 


636.50 

547.10 

1615.96 

446.85 

625.24 3324.55 
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Appendix VII 

Statement indicating the present position of 
PSEs under Department of Heavy Industry 

A. PSEs recommended/decided for closure 

1. Mandy National Paper Mills Ltd. 

2. Bharat Process and Mechanical Engineers Ltd. 

3. Weighbird (India) Ltd. 

4. Mining & Allied Machinery Corporation Ltd. 

5. National Bicycle Corporation of India Ltd. 

6. Tannery & Footwear Corporation of India Ltd. 

7. Rehabilitation Industries Corporation 

8. Cycle Corporation of India Ltd. 

9. Bharat Opthalmic Glass Ltd. 

B. PSEs referred to Department of Disinvestmentfor J.V. formation/disinvestment 

*1. Nepa Ltd. 

2. RBL Ltd. 

3. Instrumentation Ltd. 

4. Bharat Brakes & Valves Ltd. 

5. Bharat Leather Corporation Ltd. 

6. Scooters India Ltd. 

7. Bharat Pumps & Compressors Ltd. 

*8. Hindustan Salts Ltd. 

9. Tungabhadra Steel Products Ltd. 

10. Jessop & Co. Ltd. 

11. Hindustan Cables Ltd. 

12. National Industrial Development Corporation. 

*13. Praga Tools Ltd. 



C. PSE which has already been converted into a J.V. Lagan Jute Machinery Co. 

D. PSEs in regard to which decisions of BIFR are awaited (excluding those 
already referred to Department of Disinvestment) 

1. Triveni Structurals Ltd. 

2. Tyre Corporation of India Ltd. 

3. Nagaland Pulp and Paper Corporation Ltd. 

4. Cement Corporation of India Ltd. 

E. PSEs which are agreed in principle to be converted into JVs (excluding those 
already referred to Department of Disinvestment) 

1. Andrew Yule & Co. Ltd. 

2. Bharat heavy Plates & Vessels Ltd. 

3. Bridge & Roof Company (India) Ltd. 

4. Engineering Projects India Ltd. 

5. HMT Ltd. 

6. HMT Bearings Ltd. 

7. Hindustan Photo Films Manufacturing Co. Ltd. 

8. Sambhar Salts Ltd. 

9. Hindustan Paper Corporation Ltd. 

(In addition, Cement Corporation of India Ltd. and Tyre Corporation of 
India on which recommendations of BIFR are awaited, Mandya National Paper Mills, 
which it has been decided to close down and Lagan Jute Manufacturing Co. Ltd. which 
has already been converted into a JV were also included in this list). 

F. PSEs in regard to which a decision on JV formation/disinvestment is yet to 
be taken. 

1. Bharat Heavy Electricals Ltd. 

2. Heavy Engineering Corporation 

3. HMT International 

4. Hindustan Newsprint 

5. Rajasthan Electronics & Instrumentation Ltd. 

6. Hooghly Printing Co., Kolkata. 

7. Burn Standard Co. Ltd., Kolkata. 

8. Braithwaite & Co. 

9. Bharat Wagon & Engineering Co. 

10. Braithwaite, Burn & Jessop Corporation Ltd. 

11. Richardson & Cruddas Ltd. 

12. National Instruments Ltd. 

* These have also been referred to BIFR whose recommendations are awaited. 




PART III 


Rationalisation of the Functions, 
Activities and Structure of the 
Department of Public Enterprises 




DEPARTMENT OF PUBLIC ENTERPRISES 

The Bureau of Public Enterprises (BPE) was set up in 1965, in pursuance 
of a recommendation of the Estimates Committee, to provide policy and overall guidance 
to the central public sector undertakings and to make a continuous appraisal of the 
performance of these undertakings. In 1990 BPE was made a full fledged Department 
of Public Enterprises and presently it is part of the Ministry of Heavy Industry and 
Public Enterprises. The Secretary of the Department of Heavy Industry also functions 
as the Secretary of the Department of Public Enterprises. 

The organisational structure of the department, along with the allocation 
of functions, is set out below: 

(i) Finance Division - Wage policy, issues relating to Navratnas & Miniratnas, 
purchase preference, Annual Survey of PSEs, restructuring of sick PSUs, 
disinvestment, board level appointments, etc. 

(ii) Management Division - General management, policies of PSEs, 
performance appraisal of top executives, search committees for selecting 
part time directors, training and skill development of PSE executives, etc. 

(iii) MOU Division - Preparation of MOUs for 108 PSEs (150, if subsidiaries 
are also taken into account), through the mechanism of adhoc task forces 
(ATF) 

(iv) Permanent Machinery of Arbitration - consists of two Joint Secretary 
level officers (one position is vacant now) drawn from the Law Ministry, to 
‘arbitrate’ on disputes between PSEs, so as to avoid costly litigation. The 
pre and post arbitration support is extended by the Finance Division. 

(v) Administration and Coordination Division: Budget, Parliament work, 
reservations, vigilance policies for PSEs, etc. 

Except for arbitration matters all other areas come under the charge of 
the Joint Secretary, who in turn reports to Secretary (HI&PE). 

The emphasis in the earlier years was more on controlling the functions 
of the PSEs and on securing a certain measure of uniformity in the approach to various 
issues, through an elaborate network of guidelines. With the recent change in the 
economic policy and the opening up of many sectors to competition, the role of the 
DPE has, out of necessity, to shift from the erstwhile control mode to that of a supportive 
role. To some extent this has already happened. In the last few years there has been 
a greater delegation of powers to PSEs resulting in the scrapping of nearly 700, out of 
the total of 900 guidelines. Even the remaining guidelines, numbering 196, need to be 
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constantly reviewed with the objective of delegating more powers to PSEs; thus enabling 
these to take business decisions quickly and without delay. 

Equally importantly, it is also necessary to examine to what extent the 
functions now discharged by the DPE can be transferred to the administrative ministries. 
These functions were possibly vested in a “neutral” agency like the BPE/DPE on the 
presumption that an administrative ministry would adopt a soft approach towards its 
PSEs. If past experience is any guide, building such checks and balances has not 
been a very productive experience. Moreover in the emerging competitive scenario, 
it is necessary that the levels in decision making should be kept to the minimum. The 
functions now vested in the DPE would therefore merit indepth examination with the 
objective of transferring, as many of these as feasible, to the administrative ministry. 

The task of preparing MOUs can as well be left to the concerned 
administrative ministries, which can take recourse to outside expertise, as the DPE 
itself is now doing through the mechanism of the ATF. Likewise, areas like performance 
appraisal of top executives, training and skill development of executives, constituting 
search committees for selecting panels of non-official directors etc. are also best left to 
the administrative ministries. In matters of restructuring of sick undertakings as well as 
joint venture formation or disinvestment, the administrative ministries can deal directly 
with the Department of Disinvestment. Preparation of the annual survey can be entrusted 
to SCOPE, an organisation in which all PSEs are members. In arbitration cases, the 
pre and post arbitration support can be extended by the concerned administrative 
ministries. In such an arrangement, the arbitrators can well be located in the Law 
Ministry. 

Viewed this way, it will be sufficient if the DPE is vested with the task of 
monitoring compliance with a decreasing number of guidelines and some functions 
like wage policy, including pay revision at board and below board level. For this purpose, 
a small unit - Joint Secretary, supported by a Director (Finance), and two Deputy 
Directors with necessary support staff should be sufficient. The other positions in the 
Finance Division as also the Management Division, MOU Division and the Administration 
and Coordination Division can all be abolished. The small unit headed by the Joint 
Secretary can be made part of the Department of Heavy Industry and the Department 
of Public Enterprises abolished. 
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DEPARTMENT OF POSTS 


EEXECUTIVE SUMMARY 

1. History and Present Profile 

1.1. Established in 1854, the Postal Department is one of the oldest 
departmentally-run public sector undertakings of the Government of India. Its legislative 
basis is the Indian Post Office Act, 1898. 

1.2. While there were 23, 344 post offices at the time of Independence, the 
number of post offices as on 31.3.1999 was 1,54,149, of which 1,37,847 were in rural 
areas. During 1998-99, the Department of Posts handled 1576.64 crore articles 
including 26.82 crore registered articles. It also handled 10.91 crores of money orders 
amounting to Rs. 4829.86 crore. 

1.3. The Department of Posts operates the Savings Bank on behalf of the 
Ministry of Finance. The cumulative outstanding balance of 11.09 crore accounts in all 
forms of National Savings as on 31.3.1999 was Rs.1,55,295 crore. It also operates 
Postal Life Insurance, which has 30.67 lakh policies with an aggregate assured sum of 
Rs. 10,037.13 crore. 

1.4. As on 31.3.1999, the department had 2,92,672 full-time regular employees 
and 3,09,915 part-time extra-departmental agents, employed in rural branch post 
offices. 

1.5. The department is headed by a Secretary who is also the Chairman of 
the Postal Service Board and also the Director-General of Postal Services. There are 
19 postal circles each headed by a Chief Postmaster-General. 

2. Financial Basis of the Post 

2.1 Postal Service, which was a part of the undivided Post & Telegraph 
Department prior to 1.1.1985, was cross-subsidized from the surpluses of the Telegraph 
Wing. After separation of the Postal Service as a separate department, the subsidy 
comes from the general budget of the central government. The subsidy from the general 
budget increased by 1632.8% from 1992-93 to 1998-99. 

3. Post’s External Environment: Legal and Structural Issues 

3.1 The de jure legal monopoly of the department, which still continues, has 
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been eroded on the ground by a large number of private courier services who have 
taken away a good proportion of the high revenue-yielding traffic from the state owned 
monopoly operator i.e. the Post. 

3.2 The Post Office Act, 1898, needs to be totally overhauled by providing a 
legal basis to the privately operated couriers and withdrawing the legal protection of 
monopoly over letter services to the Post. 

3.3 The department continues to own and operate a large number of ancillary 
logistic services even though outsourcing these would be a cheaper alternative. 

3.4 Physical transmission of written message is getting outdated because of 
new means of electronic mail. The future of the department depends upon its ability to 
adopt new technology. 

3.5 A large number of postal organisations world over have been corporatised. 
While there is a strong case for India Post to be corporatised, to start with, the premium 
services of the Post should first be corporatised. The present Postal Services Board 
should be strengthened by the addition of a full time Finance Member and should have 
statutory status and enhanced administrative and financial powers. 

4. Additional Resource Mobilisation 

4.1 On the analogy of reforms in the electricity and telecommunications 
sector, determination of postal tariffs needs to be distanced from the government. 
While three different models could be thought of in this regard, there is an urgent 
need for setting up a commission to advise, within six months, on the further upward 
revision of tariff. 

4.2 Tariff deciding powers should be transferred from legislative control to 
executive control. 

4.3 The Department of Posts owns 5189 office buildings and about 1900 
vacant plots of land. The department should consciously exploit its land and building 
through BOOT or BOOL and earn a revenue of about Rs.10 crore per annum. 

4.4 A number of premium services like Speed Post, Satellite Post, Business 
Post, e-commerce need to be exploited to their full business potential. This process 
could yield substantial additional revenues. These premium services should be 
corporatised to facilitate private sector participation, which could bring in capital and 
technology. 

4.5 Remuneration for operating savings bank and other savings schemes 
needs to be refixed to reflect correctly and fully the proportion of expenditure incurred 
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on providing these services, after building in improved operational efficiency norms. 
The feasibility of assigning a greater role to the Department of Posts in these 
programmes needs to be explored. 

4.6 The Post should exploit its wide network and points of presence to retail 

the products and services of banks, insurance companies and mutual fund companies. 
This could have substantial revenue earning potential. 

5. Expenditure Compression 

5.1 The commission referred to earlier in para 4.1 should also advise on the 
new work norms to be adopted for the various activities, and pending introduction of 
these new norms, there should be a total freeze on filling up of vacant posts and on 
fresh recruitment. 

5.2 The departmentally-owned-and-operated Mail Motor Service had an 
expenditure of Rs.37.9 crore in 1998-99. It spent Rs.16.13 per kilometer, which, 
compared to private transporter’s costs, is high. This service should be abolished at 
stations where the fleet strength is less than 10. At other stations, it should be continued 
as profit centres but abolished if the rate per kilometre is not competitive in the market. 

5.3 The Civil Construction Wing of the department comprising 23 civil and 6 
electrical divisions spent Rs.48.72 crore in 1998-99. Since this was a common service 
for both the Department of Posts and the Department of Telecommunications, a Civil 
Wing for only the Department of Posts after the corporatisation of DOT is not viable. 
The works can be entrusted to other construction agencies in the public and private 
sector. 

5.4 A large accounts organisation comprising about 7900 officers and staff 
is no longer essential with large scale computerisation and automatic data accounting 
systems introduced in postal operations. Much of this work can be entrusted to 
accountants working in Postal Operative Offices. Only a small accounts organisation 
may continue to perform the work according to the Central Government Accounting 
Codes. 

5.5 A large number of housekeeping functions like that of chowkidars, farash, 
waterman, sweepers and gardeners should be outsourced as the latter is cheaper and 
more efficient. 

5.6 A large number of one-man and two-men post offices in urban areas 
should lose their status as self-accounting offices and function as extension counters 
of bigger offices. Basic postal services like sale of stamps and stationery and registration 
should be outsourced to licensee postal agents on the basis of revenue sharing as has 
been done for public call offices. 
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5.7 Post Box delivery should be made compulsory for all government, 
business, industry and commercial establishments in order to freeze the growing demand 
for postmen. Collection of mail from letterboxes should be outsourced. Even delivery 
of ordinary mail can be outsourced. 

5.8 The extra-departmental system is an innovative arrangement for providing 
low cost service in rural areas. Even in this system there is still a large proportion of 
uncovered costs. Cheaper methods for effecting delivery of postal services in rural 
areas would therefore need to be introduced. The extra departmental system should 
be frozen at the present level and gradually replaced by outsourcing such work to 
panchayats, village cooperatives or rural PCO operators on a revenue-sharing basis. 

6. FUTURE STRATEGY 

6.1 The Department of Posts is today perceived as a large loss making 
organisation, with an increasing proportion of costs having to be met by transfers from 
the central budget. Moving away from this ‘loss making’ label is a prerequisite if this 
organisation is to function with a sense of purpose and pride. Towards this end, a 
multi- pronged approach would need to be launched and implemented in a time bound 
manner - say over five years. Important elements of such a strategy would be tariff 
revision, diversification to provide new services and products, greater role and 
involvement in agency functions and increased efficiency of operations in all activities, 
leading to lowering of costs. 

6.2 The services now offered cover the entire country and a wide range of 
products. The attempt should be to recover costs on each activity through a two¬ 
pronged approach of upward revision of tariff and increased efficiency of operations 
leading to lower costs. Seeking to load too much on any particular set of activities 
would be counter productive in the emerging competitive scenario. 

6.3 There could be areas or products where recovery of costs in full is not 
found to be feasible. The under-recovery in such activities should be covered, i.e. 
cross subsidized by excess recoveries in other activities. 

6.4 If there are areas/products where, on larger considerations, government 
wishes to keep cost of services at sub-optimal levels, there also the Department of 
Posts should seek to cover the under recovery to the extent possible through cross 
subsidization within the system and the gap should be met by explicit subsidy from the 
central budget. The activities for which such subsidy would be available have to be 
carefully chosen and kept to the minimum - these could be post cards and rural network. 
The upper limit for the subsidy- say Rs.500 crore per annum - should also be carefully 
determined and announced in advance. This limit should be such that, while on the 
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one hand, it does not undermine the enthusiasm of the Department of Posts in their 
efforts to reach zero deficit in five years, it does not also, on the other, make the 
Department of Posts too complacent and lose focus on their efforts. 

6.5 In all activities there should be a conscious effort for a reduction in the 
cost of operations, in particular through introduction of new work norms, which would 
ensure higher efficiency and productivity. Untill new work norms are introduced, there 
should be a complete freeze on filling up of vacancies and on fresh recruitment. 

6.6 Tariff setting powers should be transferred from legislative control to 
executive control. 

6.7 A commission should be set up to advise within six months both on 
further tariff revision as well as new work norms for all activities. 

6.8 Additional resources should be raised by introducing new innovative 
products and services, leasing and sale of postal land and building, large scale operation 
of e-mail, providing logistic support to e-commerce etc. The revenue earning potential 
in these activities would be quite large. 

6.9 The wide network and points of presence should be utilised for retailing 
products and services of banks, insurance companies and mutual fund companies. 
The revenue potential of such initiatives would also be quite substantial. 

6.10 The remuneration for operating savings bank and other savings schemes 
should be refixed to reflect correctly and fully the proportion of expenditure incurred on 
providing these services, after building in improved operational efficiency norms. 

6.11 Considering the large volume of time, effort and staff devoted to this 
particular agency functions, the feasibility of assigning a greater role to the Department 
of Posts in these programmes need to be explored. 

6.12 A number of ancillary logistic services like construction wing could be 
abolished and others like Mail Motor Service and accounts organisation downsized 
leading to a saving of Rs.88 crore per annum. 

6.13 The urban postal service needs to be rationalised by abolishing a large 
number of one-man and two-men post offices, withdrawal of savings bank work from 
most of the urban post offices and creating a few specialised offices for banking 
purposes, rationalising delivery work and outsourcing collection and delivery of ordinary 
mail in urban areas. 

6.14 The extra-departmental system in rural areas should be frozen at the 
present level and gradually replaced by outsourcing this work to panchayats, 
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cooperatives, P.C.O. licencees etc. on a revenue sharing basis for providing postal 
services in both urban and rural areas. 

6.15 Premium postal services like Satellite Post, Business Post and Speed 
Post etc. should be brought under a corporate set up. 

6.16 A full time Finance Member, equal in status and rank to other members, 
should be inducted into the board and the board should be given greater financial and 
administrative authority. The objective should be to prepare the ground for eventual 
corporatisation of the entire organisation. 



Rationalization of Department of Posts 
1. History and Present Profile 

1.1 Organised postal service in India, as it is known today, started about the 
same time as telegraph and railways some hundred and fifty years ago. The Postal 
Department under a Director-General was set up in 1854. The Postal Department is 
thus one of the oldest departments of the Government of India and the postal service 
is one the oldest departmentally-runs public utility undertakings of the country. 

1.2 Since a number of small parallel postal networks were at that time 
operating in the country and postal service was considered as a ‘natural monopoly’, 
the Indian Post Office Act was enacted in 1898 which conferred on the central 
government the exclusive privilege of conveying by post, from one place to another, all 
letters with a few exceptions. This 102-year old Act still stands in the statute book with 
minor modifications from time to time. 

1.3 Postal services encompass three broad areas of activity i.e. retailing postal 
products and services, transmission of postal articles and delivery of postal articles. 
Retailing inter alia includes: 

* sale of postage stamps and stationery 

* booking of registered articles, both letters and parcels 

* booking of insured articles, both letters and parcels 

* booking of value-payable articles, both letters and parcels 

* remittance of money through money orders and postal orders 

* acknowledgement service in respect of registered, insured and value- 
payable articles and money orders. 

1.4 India has the largest number of post offices in the world. At the time of 
Independence, there were 23,344 post offices in the country, mostly in urban areas 
and some larger villages. While before Independence, the post office was perceived 
as an instrument of imperial expansion and consolidation, providing postal connectivity 
was looked upon as a social responsibility in the post-Independence period. A deliberate 
policy of expansion of the postal network especially in rural and remote areas was 
adopted. The number of post offices on 31.3.1999 was 1,54,149 of which 1,37,847 
post offices were in rural areas. On an average, a post office serves an area of 21.32 
sq. kilometres and a population of 5477. 

1.5 Mail processing, transmission and delivery are the core activities of the 
Department of Posts. Letters are collected from 5.68 lakh letter boxes in the country. 
During 1998-99, the Department of Posts handled 1576.64 crore articles, of which 
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26.82 crore were registered articles. It also handled 10.91 crore money orders 
amounting to Rs.4829.86 crore. These are processed for transmission and eventual 
delivery by a network of 573 sorting offices. The bagged mail is transported by road, 
rail and air. During 1998-99, the Department of Posts paid Rs.49.47 crore to the Indian 
Railways, Rs.51.32 crore to various airlines, Rs.18.87 crores to road transporters and 
others and spent Rs.29.48 crore on its own Mail Motor Service. 

1.6 The Department of Posts, because of its wide reach and large number of 
points of presence, is utilised by other departments of the central government and 
state governments to perform several functions on their behalf. The Post Office Savings 
Bank (POSB) is the most important of such agency functions performed by the 
Department of Posts on behalf of the Ministry of Finance. Post Office Savings Bank 
operates 11.09 crore accounts under various saving schemes. The cumulative 
outstanding balance in all forms of National Savings as on 31.3.1999 was Rs.1,55,295 
crore. The annual mobilization of savings in the POSB is about Rs.25,000 crore. 

1.7 Postal Life Insurance (PLI), operated by the Department of Posts, is one 
of the oldest welfare schemes for the government employees. Introduced in 1884 for 
the postal employees, it today covers employees of the central government and state 
governments, the armed forces personnel, employees of central and state public sector 
undertakings, employees of autonomous bodies, financial institutions, nationalized 
banks, local bodies, universities and government-aided educational institutions. As a 
result of Malhotra Committees’ recommendation, its mandate was enlarged in 1995 to 
cover the general populace in the rural areas. It operates 30.67 lakh policies with an 
aggregate assured sum of Rs.10,037.13 crore. During 1998-99, PLI paid Rs.40.19 
crore to the Post, which is treated in postal accounts as recoveries. 

1.8 The Department of Posts also performs other items of work like payment 
of military pensions, Coal Miners’ Pension, EPF and Family Pension, Railway Pension 
etc. for which it gets mutually agreed remuneration from the respective principals. 

1.9 To operate the service and man 1,54,149 post offices in the country, the 
Department of Posts has 2,92,672 full time regular employees and 3,09,915 part-time 
or extra-departmental agents, an institution unique and peculiar to this department. 
While the full time regular employees man head post offices and sub-post offices, part- 
time extra departmental agents man the extra-departmental branch post offices, which 
are by and large located in rural areas. 

1.10 For the purpose of management, the Department of Posts has a Secretary 
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to the Government of India, who is also the Director General of the department and 
Chairman of the Postal Services Board. The Board has three members, one each in 
charge of Operations, Development and Personnel. Below the Board at the apex there 
are nineteen circles, each headed by a Chief Postmaster General. Each circle is further 
divided into regions, each region being headed by a Postmaster General. Each region 
has a number of divisions headed by a Senior Superintendent or Superintendent. The 
organisation chart of the headquarters of the department and of its field formations is 
at Annexe ‘A ! and ‘B’ respectively. 

2. FINANCIAL BASIS OF THE POST 

2.1 Postal service was rendered by a combined Department of Posts and 

Telegraph till January 1985. The department as a whole was conceived and operated 
as a public utility like the railways and electricity. Though the railways had a separate 
budget accounting for its revenue and expenditure, the Post and Telegraph was a part 
of the general budget of the central government. The economic philosophy of the 
government in regard to Post and Telegraph was succinctly summed up by the Member 
in charge of Industry & Commerce in the Viceroy’s Executive Council in 1922, “The 
Government does not look upon the Post and Telegraph to contribute to the general 
revenues but it should at least pay its way through”. The post-Independence period 
was marked by the rapid expansion of the postal network and increase in manpower. 
Due to slow induction of technology and old staff norms, manpower costs increased 
exponentially. Corresponding adjustment of product and service pricing lagged behind 
expenditure in a soft state, which perceived postal services as the common man’s 
means of communication and, therefore, needed to be under-priced with the state 
picking up the subsidy tag. The subsidy was a cross subsidy from the Telegraph in a 
combined Post and Telegraph Department but gradually the burden of cross 
subsidization depleted the resources of the Telegraph Wing which required massive 
capital for its expansion. Pressure from the Telegraph Wing and multinational financial 
institutions, which became lenders to the massive expansion of the Telegraph Wing led 
to the complete separation of postal services from the telecommunications services in 
1985. Since then, the liability for postal subsidy is being borne by the general exchequer. 
In other words, instead of the telecommunication user subsidizing the ubiquitous 
common man using the postal service, the general tax payer bore the subsidy for the 
postal service. The postal deficit met from the general budget increased 1632.8% from 
1992-93 to 1998-99 to reach Rs. 15909.7 million, competing for top place with food 
and fertilizer subsidies. 
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3. POST’S EXTERNAL ENVIRONMENT: LEGAL & STRUCTURAL 

ISSUES * 

3.1 During the last couple of decades, many significant developments have 
taken place in the external environment of postal services. 

3.2 The Post Office Act, 1898, (Section 4) conferred upon the central 
government the exclusive privilege of conveying by post all letters and of performing all 
the incidental services of receiving, collecting, sending, dispatching and delivering all 
letters except in the following three cases: 

* letters sent by a private friend in his way, journey or travel, to be delivered 
by him to the person to whom they are directed, without hire, reward or 
other profit or advantages for receiving, carrying or delivering them; 

* letters solely concerning the affairs of the sender or receiver thereof, 
sent by a messenger on purpose; and 

* letters solely concerning goods or property, sent either by sea or by land 
to be delivered with the goods or property which the letters concern, 
without hire, reward of other profit or advantage for receiving, carrying or 
delivering them; 

While the Act has included post cards within the definition of letters, the 
term ‘letters’ has not been defined in law. This lacuna and imprecision in law along with 
the exceptions provided in law has led to the large number of private couriers conveying 
letters purportedly as documents which “concerns the affairs of the sender or receiver, 
sent by a messenger on purpose”. While they have cornered the high revenue yielding 
part of the written communication market, Department of Posts is left with low revenue 
yielding and expensive traffic as a part of its universal service obligation. The efforts of 
the Department of Posts to meet the challenge of the couriers in the premium product 
and service segments of the market has been limited by the governmental culture of 
slow response instead of quick business decisions. 

3.3 When the service sector in India was either non-existent or was in an 
embryonic form, utility service providers had to build up an integrated organization 
encompassing many ancillary logistic services like transportation, construction, health 
care, house keeping etc. With the rapid growth and diversification of the service sector, 
it is neither economic nor efficient for in-house agencies to provide such ancillary logistic 
services without outsourcing them and concentrating on one’s core activities. 

3.4 Technology is the survival kit and competitive edge of any modern 
organisation. It has totally changed the way business is conducted especially in the 
communication sector. Physical exchange of data and message is fast being replaced 
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by electronic exchange through the world-wide web. The constraints of physical 
transportation by surface or air are fast disappearing which has the tremendous potential 
of relieving an end-service provider like the Department of Posts of its reliance 
on physical carriers like railways and airlines. The Post has to choose to become an 
e-mail operator instead of a snail-mail operator if it has to survive competition. 

3.5 The primary legal issue arising out of the changes in the Post’s external 
environment is the continuance of Post’s de jure monopoly in letter service. Recognising 
the de facto operation of a large number of couriers in the market, the antiquated Post 
Office Act of 1898 needs to be completely overhauled and the couriers who are operating 
without the rights and obligations imposed by law must be brought under a license 
regime for proper regulation of their activities. The Post must be prepared to face 
competition as was recommended more than a decade ago by the Committee on 
Postal Excellence. Once the comfort of legal protection is removed, the Post has to 
gear itself up to face the market demands for efficiency. It is understood that a new 
version of the Post Office Act is on the anvil for a long time. This must be brought to the 
statute book very early. 

3.6 For the purpose of creating a level playing field for the legally recognised 
couriers and the state owned postal service and also to enable the Post to face the 
emerging threats and to exploit new opportunities, there are sufficient grounds to 
corporatise the Post. The inefficient and financially-ailing postal services all over the 
world, e.g. in USA, Canada, UK, France, Germany, Australia, Malaysia have 
demonstrated remarkable turn-around after they were corporatised. 

3.7 U.K. started the corporatisation of the Post in 1969, US Postal Service 
was corporatised in 1971 and Canada Post in 1981. Western European countries 
started late but most innovative developments have taken place in these countries. 
Some of these developments are, first, regulatory and operational functions have been 
separated and the latter function entrusted to a corporatised entity; second, while 
regulatory functions are generally vested in a ministry of the government, there is a 
growing trend towards establishing regulators independent and autonomous of the 
government as in the Netherlands; and, third, the new postal corporate entities are 
expected to be financially self-supporting or generate profit without sacrificing their 
universal network, the latter mostly through franchising. But more significantly, the 
large Western European postal corporations are acting more and more like private 
companies by diversifying into new business areas, entering into joint ventures with 
private companies and acquiring through purchase private companies in analogous or 
complementary areas. KPN, the holding company of the Dutch Postal Corporation 
has purchased TNT, the global transport company, which has a presence all over the 
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world. Germany’s Deutsche Post has acquired a 25 per cent share in DHL, a renowned 
courier company. France’s La Poste has expanded its operations through a large number 
of subsidiary companies. Sweden, Finland and Denmark have together formed a 
company called Nord Pack AB for transportation of goods in the international market. 
The British Post Corporation has just been authorized to venture into such areas and 
is likely to find a large international transport operator as a partner. 

3.8 Postal organisations in Asia-Pacific region have also not lagged behind 
the North American and Western European countries. Eight postal organisations in 
Asia have been corporatised and six more are likely to be corporatised in the next 
couple of years. India, Pakistan (its corporate structure has been reverted back to a 
government department) and Bangladesh represent a sub-continental culture of 
standing outside the mainstream of postal developments all over the world. 

3.9 Till the Post in India largely acted as a carrier of written communication 
between individuals and had the role of establishing a network in unopened and 
inaccessible areas, it had a public service role and character. During the last decade, 
not only has the share of the Post in the communication market declined, but also more 
significantly the share of private communication between individuals in the postal traffic 
has declined with the growing share of business-to-business, business-to-individual 
and individual-to-business communication. The Post in India is therefore acquiring a 
business character and has to face competition. The time is ripe to remove the 
governmental controls on the Post and vest it with operational and financial flexibility of 
a corporation. 

3.10 There will be many opponents and detractors of the suggestion for 
corporatisation of the Post in India. Their usual arguments will be the so-called social 
service character of the Post, the need to continue with a cheap postal service with 
state subsidy for the benefit of the common man. Answers to these specious arguments 
have been given in various parts of this report dealing with specific issues of the original 
financial basis of the Post and the need for tariff reform. But taking note of the difficulties 
in overnight corporatisation of the Post, a gradual approach may be adopted i.e. 
immediate corporatisation of the premium services which have no social service 
character and which do not require public subsidy. These corporate entities can become 
subsidiary companies after the entire Post is corporatised as a parent holding company. 
The corporatisation of premium services has been discussed in para 4.4 of this report. 

3.11 Pending the corporatisation of the Post, the existing Postal Services Board, 
which was created by an executive order in 1959, needs to be given statutory backing 
and clothed with greater financial and administrative authority. The financial powers of 
a ministry/department of the Government of India enjoyed by the Post under the 
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Delegation of Financial Powers Rules, 1978, are wholly inadequate for an organisation 
like the Post. With the delegation of greater financial powers, the Postal Services 
Board should have a full time Finance Member equal in rank and status with other 
members. 

4. ADDITIONAL RESOURCE MOBILISATION 

4.1 While a public utility like the Post does not aim at maximizing profits and 
dividends, it cannot continue with deficits with detrimental effects on its own development 
and the national exchequer. The vast areas of Post capable of additional resource 
mobilization have been discussed below. 

4.2 Tariff Reform:The most salutary financial basis of Post as a public utility 
viz. that “it must pay its way through” was thrown overboard by irrational expansion of 
the network and manpower without corresponding increase of the user charges. Starting 
with the mid-sixties, the Department of Posts has been suffering from revenue deficit 
year after year. The net postal deficit has grown from Rs. 91.81 crore in 1992-93 to 
Rs. 1590.97 crore in 1998-99, an increase of 1632.8 per cent. The postal deficit in 
1999-2000 was Rs. 1595.82 crore. Against the projected deficit of Rs. 1994.47 crore in 
B.E.2000-2001, the deficit projected in the R.E. is Rs.1576 crore. The B.E. 2001-2002 
projects a deficit of Rs.1683 crore. Dependence on manpower, rather than technology 
has resulted in manpower cost growing due to periodic pay hikes effected by central 
pay commissions and the in-built system of payment of dearness allowance in line with 
the increase in the consumer price index. While expenditure has steadily increased, 
postal tariffs have not been correspondingly increased to reflect costs. For instance, 
the post-card tariff remained static from 1973 to 1997-a record of price freeze on extra- 
economic considerations. Out of 20 classified postal services, only 4 services i.e. 
letters, insurance, foreign mail and Speed Post produced a surplus totally inadequate 
to offset the losses of the remaining 16 services. A comparable utility like electricity 
which had a legal mandate of Electricity (Supply) Act, 1948 to earn a return of at least 
3% on the net fixed assets of the state electricity board has been bled white by tariffs 
set on extra-economic considerations. With the total accumulated losses of the state 
electricity boards exceeding Rs. 20,000 crore, there was no investible surplus for 
replacement, upgradation or capacity addition. Political ratemaking is the antithesis of 
public utility pricing and has stunted the growth and development of the infrastructure 
utilities by starving them of any revenue surplus for investment. The result is a run¬ 
down system whose quality of service is third-rate by global standards. Since electricity 
is an essential input in infrastructure, the sector has been reformed to entrust tariff 
setting to professional and independent regulatory commissions, who will take a few 
years to rebalance tariffs and restore the financial health of the sector. In the postal 
sector, there are instances abroad where ratemaking has been entrusted to a 



136 

professional authority outside political decision-making as in the case of Postal Rates 
Commission in U.S.A. and Federal Prices Commission in Australia. Wherever this has 
been done, the traditionally sick postal service has generated a revenue surplus, 
substantial investments have been made in upgradation and technology induction and 
quality of service has improved. Reforms in the power and telecommunication sectors 
in India during the last four years provide indicative models for similar reforms in the 
postal sector. 

4.2.1 Three alternative models of tariff regulation can be examined for adoption: 

Model I: The existing government-owned-and-operated postal service is 

corporatised for eventual private sector participation in activities which have a clear 
business orientation like Speed Post, Satellite Post, Business Post and Postal Life 
Insurance. While government retains the power to frame policy and give policy directions, 
an autonomous statutory commission is established to (i) issue licence to the 
corporatised postal service and all privately owned couriers (ii) monitor the performance 
of the licensees (iii) determine tariffs and (iv) protect consumer interest. 

Model II: The existing government-owned-and-operated postal service is 

corporatised. Government retains the power to frame policy and give policy directions 
and grant licence to the corporatised postal service and privately owned couriers. An 
autonomous statutory Postal Rates Commission is created to determine tariffs of the 
licensees keeping in view efficiency, economy and consumer interest. 

Model III: Similar to the regulatory regime obtaining in the pre-corporatised 
telecommunications, the operating arm of the postal service is carved out as a separate 
departmental organisation which is still government-owned-and operated. Government 
retains the power to frame policy, give policy directives and grant licence. A statutorily 
autonomous Postal Rates Commission is created to determine tariffs keeping in view 
efficiency, economy and consumer interest. 

4.2.2 While Model I is the ideal model already adopted in the power sector, it is 
imperative to at least start with Model III and move towards Model I over a period of 
time. Whichever model is finally chosen has to be created by appropriate legislation 
and not by executive notification. 

4.2.3 Pending setting up of a separate mechanism for tariff regulation, the Post 
Office Act, 1898 needs to be amended to transfer the power of tariff-making in respect 
of a number of postal services like post card, letters, book packets and newspapers 
from legislative control to executive control as was the case with telecommunications 
before TRAI as the tariff regulator was established. Meanwhile, there is an urgent 
need to revise the rates of a large number of services which are being provided at 
present below-cost. While the present costs are mostly because of known inefficiencies 



137 

in staffing and operations and need to be critically reviewed, the gap between cost and 
price is so wide in the case of all the 16 classified loss-making services that a 
considerable upward revision will result only in approximation towards their normative 
costs. 

4.2.4 To take the case of post cards first. Against the estimated cost of service 

of 452.81 paise, the average revenue is 25 paise resulting in a subsidy of 427.81 paise 
or 94 percent of the cost. The annual subsidy on the estimated 42.52 crore post cards 
used is Rs.181.90 crore. While it is nobody’s case that the tariff of post card should be 
increased to Rs.5.00 to make it a profitable service, serious consideration should be 
given to decrease the present level of subsidy to a rational level. The per capita monthly 
use of post cards calculated on the basis of the assessed annual traffic of 42.52 crore 
post cards for a population of 100 crore is only 0.035. Even assuming that only 10 per 
cent of the population use post cards, the per capita monthly consumption is only 0.35. 
Therefore, increasing the post card tariff will not put an unbearable burden on the 
ubiquitous common man whose cause is apparently so dear to every decision-maker. 
On the basic of present traffic, every 10 paise increase in the present tariff will yield an 
additional revenue of Rs.4.25 crore per annum. 

4.2.5 In the case of letter cards, popularly known as Inland letters, the estimated 
cost of service is 448.84 paise whereas the average revenue per card is 191.67 paise. 
The element of subsidy per card is 257.17 paise or 57% of the cost. The estimated 
annual subsidy on the basis of the estimated traffic of 56.99 crore is Rs.146.56 crore. 
The monthly per capita use of letter cards calculated on the basis of the estimated 
annual traffic of 56.99 crore is 0.047. If it is assumed that only 10% of a population of 
100 crore use the service, the monthly per capita consumption is 0.47. Since this is 
not as basic a service as the post card, considering the value for money there is a 
strong justification for drastically reducing the present subsidy. 

4.2.6 With the proposed increase of letter card tariff from the existing Rs.2, 
inter se relativity of service charge would justify the increase in the rate of letters from 
the existing Rs.3 for every 20 grams. 

4.2.7 Registered newspapers carry a heavy load of subsidy, originally meant 
for the ostensible purpose of dissemination of information at a time when there were 
few other sources and instruments of dissemination of information. The estimated cost 
of service of a single copy registered newspaper is 588.48 paise against the average 
revenue of 26.45 paise. The subsidy per copy is 562.03 paise i.e. 96 percent of the 
cost. The estimated annual subsidy on the basis of estimated traffic of 11.07 crores is 
Rs.62.22 crore. The subsidy on registered newspapers (bundles) is 1073 paise per 
bundle i.e. 94 percent of the cost. The estimated annual subsidy on the basis of estimated 
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traffic of 3.39 crore bundles is Rs.36.37 crore. The total subsidy on registered 
newspapers is Rs.98.59 crore. 

4.2.8 In this age of electronic information, newspapers are no longer the only 
or the primary source of information. Most newspapers also pay a commission to the 
distribution agents far higher than what they pay as postage. The existing subsidy 
exceeding 90 percent of the cost requires very critical review. Since tariff of registered 
newspapers has not been revised since 1.1.87, a major revision is required to be done 
immediately. 

4.2.9 Book packets containing printed books carry a subsidy tag of Rs.46.41 
crore per annum. The estimated cost of the service is 1262.87 paise against an 
estimated revenue of 242.91 paise i.e. a subsidy of 81% of the estimated cost. The 
existing rate of 50 paise for every 100 grams is far too low considering the present day 
price of books. A substantial upward revision of the rates is called for in respect of this 
service. 

4.2.10 Book packets containing periodicals are subsidized to the extent of 
Rs.18.65 crore per annum. While the estimated cost of the service is 1259.19 paise, 
the average estimated revalue realization is 700.88 paise, a subsidy of 44% of the 
estimated cost. As a first step, the existing rate of Re.1 for the first 100 grams or part 
thereof and Rs.2 for every additional 100 grams or part thereof should suitably be 
increased. 

4.2.11 Another service which has no equity objective but carries a massive 
subsidy tag is registration service. While the estimated cost of the service is 2691.12 
paise, the revenue is 1366.67 paise, a subsidy of 1324.45 paise i.e. 49 percent of the 
cost. The estimated annual subsidy based on the estimated traffic of 27.97 crores is 
Rs.370.45 crore. The high cost of the registration service is essentially due to the 
relatively higher time factor allowed for the complex operations associated with the 
service at every stage of handling i.e. booking, dispatch, transportation and delivery. 
The existing item-specific accounting and recording in registration service did not pose 
many problems when the number of items handled was less and manpower costs 
were low. If the tariff of the service has to be protected from very sharp escalation, the 
cost of the service has to be brought down by drastic procedural reform. One reform 
which has been advocated for a long time i.e. bulk entry of registered articles instead of 
item-specific accounting and recording has the potential of considerable manpower 
savings but has naturally been opposed by the postal staff unions. Unless this minimum 
procedural reform is introduced the cost of the service cannot be held in check. The 
result will be either increase in rate to cover costs or suffer the burden of subsidy, which 
will steadily grow. Therefore, a composite strategy of cost-reduction and rate increase 
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has to be adopted in a calibrated manner to ensure reduction of the present level of 
subsidy. 

4.2.12 There are many other services where the present level of subsidy needs 
to be reduced or done away with altogether. What has been discussed in detail above 
are some of the more glaring examples of the urgent need for rationalization of postal 
tariffs. 

4.2.13 The Finance Bill 2001 contains a number of proposals for increase in 
postal tariffs largely on the lines discussed in the preceding paras. The proposed 
increases are likely to yield an additional revenue of about Rs.300 crore in a full year. 
Since the proposed changes are likely to come into effect from June, the additional 
revenue expected during 2001 -2002 is likely to be about Rs.225 crore. With the additional 
revenue, the deficit of the Department of Posts projected in BE 2001-2002 is likely to 
come down to about Rs.1458 crore. Even at this level the deficit is still at an unacceptable 
high level and clearly there is a case for a further upward revision of tariff on many 
products. For instance though the existing rates of postal products like post cards, 
book packets containing printed books, book packets containing periodicals and 
registered newspapers (single copies) are proposed to be nearly doubled, the 
percentage of subsidy on these products would continue to be at unacceptably high 
levels. 

4.3 Postal Land and Buildings: Since the post office was a symbol of imperial 

presence, it occupied the centre point in all metro and mini-metro cities. A post office 
is not only a retail outlet but an accounting centre as well. A clear distinction should be 
made between the retailing activity of the post office and its accounting and 
administrative functions. While its retailing activity must continue in the urban business 
hubs, its accounting and administrative functions can be performed as efficiently in the 
suburbs. Modern technology has now made it possible to carry out banking and financial 
retailing thousands of kilometres away in call centres. A similar approach must be 
adopted for the post office in order to release high cost and high rental postal land and 
buildings in the city centres for more productive investment. For instance, the property 
owned by the department in the vicinity of Taj Mahal Hotel in Bombay is being used by 
an ancillary logistic service like the Mail Motor Service. If this property is developed to 
its maximum permissible floor-space index, it will yield large revenue either by rental or 
outright sale. For a cash-starved organization, it would not be appropriate to invest 
capital in such activities. It would be far more expedient and appropriate to adopt any 
of the methodologies like BOT, BOOT or BOOL for development by a private property 
developer. 


4.3.1 


At the end of 1998-99, the Department of Posts owned 5189 office 
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buildings and 2240 staff quarters. It also owned about 1900 vacant plots of land. The 
thrust of the department since the beginning of the Five Year Plans is to replace rented 
buildings by owned buildings. Ownership involves not only capital investment but annual 
maintenance costs. During 1998-99, the department spent Rs. 40.30 crore on 
maintenance and petty works, excluding pay and allowances of the staff engaged for it. 
The architectural and construction quality of postal buildings and the cost escalations 
have been discussed elsewhere in this report. The quality of maintenance is also not 
commensurate with an annual expenditure of Rs. 40 crore. Efficient organisations 
around the world are divesting themselves of ownership obligations to concentrate on 
their core activities. The Post should, therefore, adopt the principle of hiring buildings 
and make deviations from this principle only in rare cases. On acceptance of the 
policy, all vacant plots of land should either be sold outright or given to private developers 
on the basis of BOT, BOOT or BOOL. The additional revenue mobilization on this 
account is estimated as Rs.10 crore per annum. 

4.4 Premium Postal Services and Technology: 

4.4.1 Speed Post: Low-cost universal postal services not only yielded low 
revenues but provided the lowest common denominator in terms of service efficiency, 
which did not satisfy the niche segments in a highly diversified communication market. 
Though from the early times the government-operated postal service is considered a 
natural monopoly and mandated as such by law to prevent “cherry-picking” or “cream- 
skimming”, taking advantage of the infirmities of law, vast areas of inefficiency of the 
universal service and the emerging needs of the market, a large number of privately- 
run couriers came into being and eroded the business of the Post. The Department of 
Posts reacted to the challenge by introducing a new service called Speed Post for the 
top end of market at a higher price. Speed Post which carried 11,19,000 articles and 
earned a revenue of Rs. 3.17 crore in 1987-88 has grown about nineteen times to carry 
1,95,95,000 articles in 1998-99 and earn a revenue of Rs. 91.36 crore. Though no firm 
and reliable estimate of the size of the courier market is available, guess estimates put 
the transactions in this market at Rs. 1000 crore per annum. Speed Post with less than 
10 per cent market share has to diversify its product profile by identifying sub-niches in 
this customer group, carry out massive technology upgradation and calibrate the tariff 
through price-sensitivity analyses if it has to command a larger market share. Its delivery 
reliability within a guaranteed time schedule should be enhanced by deploying dedicated 
and motorised delivery personnel. This is one service where the department earns an 
estimated revenue of 5513 paise per article against the estimated cost of 2233.72 per 
article, a handsome margin of 3279.28 paise per article. Speed Post has the potential 
of earning an additional Rs.50 crore if promoted in an aggressive manner. 

4.4.2 Satellite Post : The potential of Satellite Post, earlier known as Hybrid 
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Mail when it was started in 1995, has not been exploited by the department. The 
communication market in India was neatly carved out between two monopoly operators 
- telecommunications had monopoly over voice communication and the postal service 
over written communication. Rapidly changing technology and other developments in 
the external environment have led to de facto deregulation of the communication market. 
The earlier neat boundaries between various modes of communication have 
disappeared with the appearance of convergence technologies. The post is no longer 
constrained to use surface and air transportation to physically carry messages. If it 
continues to depend on the physical transportation, its products will be derisively called 
‘snail-mail’ comprising mostly high volume but low revenue-yielding and low time- 
sensitive mail. With the declared policy of the government to set up ‘cyber dhabas’ and 
Sam Pitroda-led World Tels’ MOU with nine state governments for rural computer 
connectivity, even the rural mail traffic handled by the Post will be eroded, leaving the 
Post to handle only highly-subsidized registered newspapers, book packets and post¬ 
cards. The Post will be financially choked and become a national basket-case. 

4.4.2.1 Satellite Mail does away with physical transmission and substantially 
reduces the time lag between sending of a message and its delivery. It takes advantage 
of and optimizes the use of an infrastructure of 75 V-SATs and a very large number of 
modems connected to telephones, originally set up for transmission of money orders, 
for transmission of messages. It is not dependent on computer connectivity from 
customer-end to customer-end but only between sender post office and delivery post 
office. In other words, it is an e-mail transmitted and delivered by the post office. 
Therefore, in the framework of ‘cyber dhaba,’ the post office has to play a leading role; 
the post office has to become the nodal point in computer connectivity. It will, thus, 
become the biggest e-mail operator in the country. It will not only provide a high 
performance and time-bound delivery but reduce manpower costs and transportation 
costs thus ensuring a reasonable rate structure. This service needs a total overhaul 
with intensive and focussed marketing and competitive pricing to turn it into a major 
business activity. The Post can earn at least Rs.50 crore per annum by becoming a 
major e-mail operator. 

4.4.3 Business Post: The high volume mail from business to household and 

from business to business clogs the postal sorting and transmission system and 
imposes a high cost on the system. It also imposes a cost on the business - production 
of a hard copy, folding and enveloping, addressing, payment of postage, bundling and 
handing over to a designated post office. A number of postal administrations in the 
West have introduced a service known as ‘hybrid service’ whereby the post office does 
the entire processing on the basis of data supplied by the business either on-line or off¬ 
line. Actual printing and processing takes place in a nodal point of several geographical 
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regions to save post office sorting and transmission time and cost. Since this work is 
technology-driven and is capital-intensive, a number of postal administrations like those 
in Italy, Switzerland and Sweden have entered into joint ventures with private 
entrepreneurs, which have proved profitable. This is a totally untapped market in India 
and can prove to be a money-spinner for the Post. The revenue estimated by a potential 
private sector operator, Elsag Baily of Italy is about Rs.40 crore per annum. 

4.4.4 Role of Post in e-commerce: A large number of dotcoms engaged in 
e-commerce have sprung up in the country. While the financial transactions can be 
completed on the internet, physical delivery of goods purchased and sold can only be 
done by a courier. Speed Post can aggressively market its capability to become the 
preferred courier of these dotcoms. With growing e-commerce, this will be another 
money-spinner for the Post. 

4.4.5 The premium products and services if exploited to their full potential can 
yield an additional revenue Rs.90 crore per annum. 

4.4.6 Organisational structure of the Premium Services: Premium services 
and products which the Post already offers or will offer in future has a greater business 
focus than its traditional universal services. Their unfettered growth, innovation and 
financial accountability can be better ensured if they are separately bundled in a 
corporatised structure which will pay for the services provided by the Post and will 
charge for the services rendered to the Post. A mere profit centre structure within the 
government is unlikely to succeed in a competitive environment. A corporatised structure 
will also enable it to have private sector participation in areas needing technology 
infusion and professional management. The existing Directorate of Business 
Development should be the umbrella organisation for all premium services and the 
nucleus of the new corporation. It should recruit professionals in the field of marketing, 
finance, and information technology. The Department of Posts may be the administrative 
department for this corporation. A part of the surplus of this corporation should be paid 
to the operating arm of the Department of Posts for fulfilling the latter’s universal service 
obligation. 

4.5 Post Office Savings Bank: The Department of Posts operates the Post 

Office Savings Bank on behalf of the Ministry of Finance. At a time when the branches 
of commercial banks were few in number, the Post, because of its wide network and 
points of presence, was entrusted with the task of mobilizing public savings. Apart 
from the normal savings accounts, it offers a large variety of savings instruments like 
savings certificates, term deposits, recurring deposits etc. The Table below indicates 
the size of the Savings Bank. 
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Table-1: Saving Bank 



1994-95 1995-96 

1996-97 

1997-98 

1998-99 

1. General No. of savings A/Cs 






all types (in Million) 

128.47 

160.55 

99.88 

107.02 

110.97 

Outstanding balances in 

all forms of National Savings 

(Rs. In Million) 

827464 

663083 

1057734 

1267542 

1552956 

2. Details of Accounts 






SB 

47141177 

51921282 

54137964 

57964932 

59010621 

PPF 

550667 

661942 

795639 

924341 

1048504 

CTD 

7553952 

7311216 

1865946 

1843875 

1721997 

RD 

66762049 

93981613 

36178443 

38399036 

40163817 

TD 

1415844 

1476741 

1541800 

1676420 

1941797 

FD@ 

5045230 

5194473 

5365250 

6207303 

7079030 

Total 

128468919 

16054267 

99885042 

107015907 

110965766 

Outstanding balances in all 

types of certificates 

(Rs in Million) 

540427.12 

619176.80 

723173.37 

860650.10 

1048332.00 

Outstanding balance in PPF 

A/Cs (Rs. Rs.ln Million) 

10272.67 

14029.04 

18473.19 

24159.96 

33380.00 


@ Includes Monthly Income Scheme and National Savings Scheme 

80 per cent of the net amount deposited in the Savings Bank in a month 
in each state is lent to the respective state governments at a low rate of interest. The 
remaining 20 per cent accrues to the central government. The Ministry of Finance lays 
down policy and undertakes promotional activities of National Savings along with the 
state governments. The Department of Posts is remunerated for operating the Savings 
Bank, the basis of remuneration and the rate varying from time to time. The existing 
basis of remuneration is an amount per account. 

4.5.1 The officers and the employees’ unions of the department have always 

demanded that instead of the department operating the Savings Bank as an agent on 
payment of a fixed remuneration, it should own and operate the Savings Bank. While 
the objective behind the demand has not clearly been delineated, the underlying 
motivation is to use the outstanding balance in the Bank for funding postal operations 
and development. With the present arrangement of lending 80 per cent of the net 
monthly deposits to the state governments, and after providing for the administrative 
expenditure and the interest liability, the funds available for any possible deployment 
by the Department of Posts will not be large enough. The share of the central government 
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which would be at the disposal of the Department of Posts will also have to be prudently 
invested to earn a reasonable return to meet a part of the administrative cost and 
interest liability. These funds obviously cannot be used for meeting the postal deficit, 
which would be an expenditure without return. Also, postal projects do not yield a cash 
return. In the absence of a cash return, it would not be appropriate to invest any fund 
in postal development activities. The balance of advantage, therefore, lies in the 
Department of Posts continuing to operate the Savings Bank as an agency function. 

4.5.2 The experience of postal administrations of a number of countries is that 

while work of purely postal nature constitutes about 80 per cent of the total work of the 
post office producing a revenue equal to 60 per cent of the total earning, agency functions 
constituting 20 per cent of the total work produces about 40 per cent of the total revenues. 
The Table below indicates a similar experience in India Post: 


Table:2 

(Rs. in crore) 



1996-97 

1997-98 

1998-99 

1999-2000 

Revenue Receipts 

1214.62 

1566.52 

1722.57 

2020.12 

Recoveries 

1064.44 

1037.97 

1037.75 

1162.46 


Since the rate of remuneration payable by the Ministry of Finance to the 


Department of Posts was finalised prior to the revision of pay and allowances on the 
recommendations of the Fifth Pay Commission, there is an urgent need to revise this 
rate keeping in view the present structure of pay and allowances. Remuneration for 
operating savings bank and other savings scheme should be refixed to reflect correctly 
and fully the proportion of expenditure incurred on providing these services, after building 
in improved operational efficiency norms. 

Considering the large volume of time, effort and manpower deployed on 
this activity, there is a case for exploring the feasibility of assigning to the Department 
of Posts a greater role in this programme. Allied to this, will be the question whether 
these costs should not rightly be reflected as part of the cost of mobilising these savings 
and paid for by the “beneficiaries”, instead of being met from the central budget. These 
are best gone into as part of the larger issue of mobilising small savings and the 
pattern of sharing, as between the centre and the states not only of the resources 
mobilized but also of the cost and the repayment liabilities. 


The strategy of the Department of Posts should be to maximise its 
earnings from this type of functions. A part of this strategy should be not to be a 
captive agent of a single principal. Australia Post performs front office retailing on 
behalf of a number of Australian banks that are connected on-line with the postal retail 
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outlets. With the growing computer connectivity, the Department of Posts should develop 
capability in its retail outlets to work as a multiple retailer. Commercial banks, who are 
extremely cost-conscious and prudent in expanding their retail network, would welcome 
this type of outsourcing. But for tapping the business of other commercial banks, the 
Savings Bank operations of the department have to be totally re-organised by creation 
of specialized savings bank offices in urban areas, withdrawal of savings bank work in 
one-man and two-men offices in urban areas, larger computer connectivity, use of 
chip-based smart cards for customer use, longer transaction hours, anywhere banking 
through V-SAT linkage and creation of a core cadre dedicated and specialised banking 
operatives and managers. To start with, a separate Directorate of Post Office Savings 
Bank on the pattern of Directorate of Business Development and Directorate of Postal 
Life Insurance should be created to bestow greater focus on the Savings Bank-related 
activities. Though the Ministry of Finance as the principal has the role of laying down 
policy, the reality is that the Department of Posts as the operator of the Savings Bank 
has not been given adequate powers to provide a satisfactory and speedy customer 
service especially in areas like settlement of deceased claim cases and premature 
encashment or closure of accounts. At a later stage, the operations of the Directorate 
can be corporatised and the corporate organisation can be a retailer of a variety of 
financial instruments and services either singly or in joint venture with other similar 
organisation in the financial sector. The revenue potential of such retailing activities 
can be of the order of Rs.100 crore per annum. 

5. EXPENDITURE COMPRESSION 

5.1 This goal of deficit reduction should be achieved not only by tariff reform 

but also through greater efficiency and productivity gains in all areas of activities as 
also abolition/rightsizing/outsourcing of ancillary logistic services now being performed 
in house. As has been stated earlier, the existing costs contain many elements of 
inefficiency including a major element of manpower deployment based on old work 
norms. These work norms need to be revised taking into account the technological 
advances made and simplified work procedures introduced over the years. New work 
norms incorporating higher productivity in every sphere of postal activity must be devised 
in a specified time frame, probably in a year’s time. Till these new work norms are 
introduced, there should be complete freeze on filling up of vacant posts and surpluses 
resulting from the application of new work norms redeployed in new activities, which 
have the potential of yielding economic returns. Once this is done and costs are 
contained, there will be less and less reliance on tariff increases and a relatively stable 
and consumer-friendly regime can be ushered in. Tariff reform is only a temporary 
measure and an initial step towards a self-reliant India Post, while its future 
competitiveness will be guided by efficiency and productivity increases and its ability to 
exploit economic opportunities in new business areas. 
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5.2 Mail Motor Service: While for inter-city transportation the Department of 
Posts invariably employs common carriers like the airlines, railways and road 
transporters, both state-owned and private, intra-city transportation in most of the major 
urban centres is carried out by the departmentally owned Mail Motor Service. At the 
end of 1998-99, the Mail Motor Service owned 1119 vehicles of various capacities, the 
majority of them i.e. 814 being between 1.5 ton and 2 ton. It was manned by 12,627 
non-gazetted personnel and spent Rs. 37.9 crore during the year. Its total kilometrage 
during the year was 23.5 million at the rate of Rs. 16.13 per kilometre. For the repair of 
its vehicles, it also owns workshops at major metro cities, which undertakes not only 
first line repairs but second and third line repairs. 

5.2.1 While the major portion of the fleet is concentrated in a few urban centres, 

a large number of cities have a fleet strength of less than 10. In such centres, efficiency 
of service is affected by either one or two vehicles going off the road for maintenance 
or repairs or by the drivers taking leave. As a first step, Mail Motor Service should be 
abolished at such stations and mail carriage given on contract to private operators. For 
instance, amongst the major cities carriage of mail by private transport operators has 
been in operation in Lucknow for several decades efficiently and at a lower cost per 
kilometre. Once this is done the fleet can be concentrated in the metros and mini¬ 
metros in order that the advantages of a minimum size or critical mass can be had. 
The next step should be to treat the Mail Motor Service as a separate profit centre 
enabled to charge the user entity a rate per kilometre which would bring cost- 
consciousness in the user and encourage efficient scheduling and discourage idle or 
empty runs. To bring about a competitive edge, if the rate per kilometre of the Mail 
Motor Service is considered higher than the local private transporter, there would be a 
strong case for abolishing a non-strategic and ancillary service unit like Mail Motor 
Service. 

5.3 Civil Wing: The Department of Posts had at the end of 1998-99, 5189 
owned buildings and 23600 rented buildings. Beginning with the First Five Year Plan, 
construction of buildings to accommodate offices, especially operative offices, has 
been one of the major plan activities and the only capital-intensive scheme of the 
Department. Carved out of the Central Public Works Department in the early sixties to 
exclusively cater to the construction and maintenance needs of a major user like the 
then P&T Department, it has the typical characteristics of a government building agency 
i.e. 

* Total lack of cost control leading to a manifold escalation over the original 
approved cost 

* Time overruns 

* Shoddy architecture and building quality. 
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5.3.1 It has 23 civil divisions and 6 electrical divisions for construction and 
maintenance employing 1341 gazetted and non-gazetted personnel. During 1998-99, 
it spent Rs. 48.72 crore on construction, petty works and maintenance, both civil and 
electrical, including overheads. 

5.3.2 Public Works Department of the central and state governments had served 
their purpose at a time when building sector outside the government was not well 
organized. Today there are even a number of state-owned corporations like NBCC and 
RITES who have considerable expertise in construction and maintenance. These 
organizations have built up a reputation for completion of large public buildings. 
Relatively smaller buildings including staff quarters can be entrusted to state housing 
boards or urban development authorities. It is, therefore, more economical and efficient 
to outsource this activity and totally abolish the in-house agency of the Civil Wing. 

5.3.3 The Civil Wing was created to cater to the needs of the entire Posts and 
Telecommunications. With the recent corporatisation of Telecommunications, which 
had the lion’s share of the Civil Wing, the rump which will remain with the Post would be 
unviable as an entity. On this ground alone, the separate existence of the Civil Wing for 
the Department of Posts is wholly unnecessary. 

5.4 Accounts Organisation: The retail outlets of the Department of Posts 

known, as Post Offices are a matrix of account centres organized in a hierarchy of 
branch offices, sub offices and head offices. These offices maintain initial accounts of 
receipts and payments, which are consolidated and classified in the government’s 
uniform account pattern by the Circle Accounts Offices and by the apex headquarters 
for preparation of the central government’s Statement of Revenue and Expenditure by 
the Controller General of Accounts. The Circle Accounts Offices also perform the task 
of post-check of revenue and expenditure at voucher level. At the end of 1998-99, the 
Accounts organisation employed 825 Group A and Group B officers and 7034 other 
non-gazetted staff. During the year, the department spent about Rs. 94 crore i.e. 2.8 
per cent of its total working expenses on accounts and audit, the major portion being 
on the Accounts organisation. 

5.4.1 This is another necessary but essentially a support service, which can 

and should be downsized. The cadre of P.O. & R.M.S. accountants who maintain the 
initial accounts in the head offices can be and should be trained to maintain classified 
accounts. The classified accounts of the Head Post Offices can be sent either off-line 
or on-line to Postal Accounts Offices for consolidation by computers. The need for 
voucher level post check of money orders known as pairing is fast disappearing with 
more and more money order traffic entering the satellite transmission path with its in¬ 
built pairing software. The entire cadre of sorters numbering 249 and about half or 
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more of Junior and Senior Accountants numbering 5006 can therefore be abolished. A 
small Circle Accounts Office should be responsible for consolidation of classified 
accounts, post-check of major expenditure and internal audit. The abolition of 114 
posts of chowkidars and sweepers by contracting out housekeeping services has been 
dealt with separately. With the abolition of 31 civil and electrical divisions, 31 posts of 
Accounts Officers in Group ‘B’ can also be abolished. 

5.4.2 The implementation of the various measures recommended above, would 

lead to a reduction of about Rs.88 crore in the expenditure per annum. 

5.5 Other House Keeping Services: The four main trades of full time regular 
employment are sweeper, farash, waterman and chowkidar. At the end of 1998-99, 
there were 1050,212, 444 and 1908 employees respectively in the above four trades. 
In addition to the above, there may be thousands of men working only part time in 
these trades and other trades like gardener etc. as extra departmental or contingency 
paid. With a larger number of efficient and relatively cheaper housekeeping agencies 
offering services in the market, such house-keeping services need to be outsourced, 
especially in larger offices where there are large concentrations of watch and ward 
staff and sanitation staff. The job of waterman like the punkha puller of yesterday is a 
totally out-dated institution and should be abolished straightaway. The entire department 
should follow the example of Postal Staff College, Ghaziabad, where outsourcing such 
services has been eminently successful. 

5.6 POSTAL OPERATIONS 

5.6.1 Urban Postal Service: There has been an irrational growth of full-service 

post offices in the urban areas because of the relaxed standards prescribed for their 
opening i.e. a minimum of 5 hours of work according to the departmental work 
measurement standards and income to off set expenditure according to the departmental 
formula. One-man and two-men post offices according to these standards have sprung 
up in close vicinity of each other. At the end of 1998-99, there were 16302 urban post 
offices. Out of 25117 sub post offices, 10855 were single-man post offices and 7295 
were two-men post offices. As full-service offices, they generated work of maintaining 
their own accounts and also the work of verification and consolidation of their accounts 
in the head post offices. A considerable amount of man-hours is wasted in accounting 
activities, which could have been saved if they had functioned as extension counters of 
bigger offices instead of full-service self-accounting units. In terms of customer service 
also, they are less than satisfactory, especially in retailing financial services like savings 
bank, which are relatively complex and require a modicum of expertise in the subject 
matter. Withdrawal of savings bank work from one-man and two-men post offices in 
urban areas and entrusting this work to a few specialised savings bank branches have 
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been suggested in dealing with Savings Bank in para 4.5.2. What needs to be done is 
to retain an adequate but far less than the existing number of full-service post offices, 
and convert many of the existing full-service post offices into extension counters in 
order to provide basic postal services i.e. postal stamps and stationery, franking, 
registration. These basic services could also be provided by the private sector under 
franchise from the Department of Posts. The scheme of Licensed Postal Agents, which 
has met with strong opposition from the employees unions as a threat to regular 
employment needs to be strengthened and extended in order to provide the often- 
needed services nearer to the customers and at a time when the post offices are 
closed. 

5.6.1.1 Delivery of mail in urban areas is expensive and inefficient. While a large 
delivery staff is deployed for the multi-storeyed buildings at the city centres, the growing 
areas at the periphery of the cities lack adequate delivery staff. For some years to 
come, households in India will continue to depend on the ubiquitous postman for 
doorstep delivery. Meanwhile all governmental, business, industrial and commercial 
establishments qualifying for listing in the yellow pages should, through a mixture of 
incentive and compulsion, be made to collect their mail from designated post offices. 
This will release a large number of delivery staff for redeployment in urban 
peripheries and in delivering time sensitive and revenue-earning speed post articles 
and in e-commerce. 

5.6.1.2 Though collection and delivery of mail is one of the core activities of the 
Department of Posts, the activity itself does not require a high level of skill, which is 
available only in-house. At the end of 1998-99, there were 1493 designated Letter Box 
Peons to collect mail from the street letterboxes. In addition, some of the 10,992 packers 
and 4858 mail peons also collect mail from the mail receptacles. Considering the fast¬ 
changing external environment where mail by post is no longer the only means of 
exchanging sensitive messages which would have necessitated an authorized agent 
of the State to handle it, this activity can be entrusted to a non-governmental agency 
resulting in the abolition of at least 1493 designated Letter Box Peons though the 
actual savings would be more. 

5.6.1.3 Compared to collection of mail as an activity, delivery of mail, especially 
accountable mail and financial instruments like money order, is a more complex activity. 
Safety, reliability and responsibility for cash require an authorized person of the 
department to deliver registered and insured letters and parcels and money orders. 
But delivery of ordinary mail can be entrusted to non-government agencies with no 
adverse effect on security or reliability. To begin with, this should be initiated in urban 
peripheries, which are under-served at present due to inadequacy of delivery staff and 
gradually extended to other areas. 
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5.6.2 Rural Postal Service: At the end of 1998-99, out of a total number of 

1,54,149 post offices in the country 1,37,847 post offices were functioning in the rural 
areas of the country serving 6,34,321 villages where 74.20 per cent of the country’s 
population lives. On this date, there were, 1,25,437 extra-departmental branch offices 
with 3, 09, 915 employees in rural areas. In spite of this massive retail network, which 
is more than double of China’s, the demand for opening more post offices in rural 
areas grows daily as it is perceived as a relatively inexpensive symbol of developmental 
work initiated at the behest of local politicians. Thus, opening a post office often takes 
precedence over providing clean drinking water or watershed management even in 
arid and semi-arid areas! 

5.6.2.1 The extra-departmental system, an institution unique and peculiar to the 
Department of Posts, was introduced in a cost-conscious utility like the Post in order to 
provide basic postal facilities at a relatively lower cost in the rural areas. The extra- 
departmental agents manning the rural post offices did not depend for a living wage on 
the Department of Posts. They had other primary vocations like farming, teaching or 
petty trading and were men of some means engaged in public service. They were paid 
an allowance more akin to an honorarium than regular wages. This postal agency 
system was originally designed to be a privatized form of postal service on the analogy 
of a similar system obtaining in U.K. where grocery or medicine stores provided basic 
postal services in the rural and sparse-traffic areas. However, there have been increasing 
demands for wages in line with those of regular employees and for other conditions of 
service like leave, pension, gratuity etc. Such demands, if conceded, would negate the 
very principle of providing low cost services in rural areas. Considering that even 
under this arrangement there is substantial uncovered cost, there is in fact a need for 
exploring even cheaper methods for delivery of postal services in rural areas. 

5.6.2.2 While it may not be feasible to shrink the present network drastically, a 
complete freeze must be applied on further expansion of present extra departmental 
system to more rural areas. Rural Post Offices normally provide basic facilities of sale 
of postal stamps and stationery and collection and delivery of mail. The Panchayat 
Sanchar Seva Yojana introduced some year ago needs to be revived and revitalized. 
The gist of the scheme is annexed as ‘C’. Alternatively, village cooperatives, wherever 
existing, may be harnessed to this task on the basis of revenue sharing. PCO operators 
in rural areas should also be allowed to sell postal stamps and stationery on the pattern 
of licensed postal agents in urban areas. Collection and delivery of mail in rural areas 
should also be entrusted to the licensed postal agent on the basis of revenue sharing 
as has been done for collection of speed post articles in urban centres. Delivery of 
postal articles at the doorstep should be replaced by the addressee collecting it from 
the existing nearest retail outlets of the department. These arrangements should be 
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introduced even in those areas where extra departmental staff system exists, in a 
phased manner as and when these staff attains the age of superannuation. 

6. FUTURE STRATEGY 

6.1 The Department of Posts is today perceived as a large loss making 
organisation, with an increasing proportion of costs having to be met by transfers from 
the central budget. Moving away from this ‘loss making’ label is a prerequisite if this 
organisation is to function with a sense of purpose and pride. Towards this end, a 
multi- pronged approach would need to be launched and implemented in a time bound 
manner - say over five years. Important elements of such a strategy would be tariff 
revision, diversification to provide new services and products, greater role and 
involvement in agency functions and increased efficiency of operations in all activities, 
leading to lowering of costs. 

6.2 The services now offered cover the entire country and a wide range of 
products. The attempt should be to recover costs on each activity through a two¬ 
pronged approach of upward revision of tariff and increased efficiency of operations 
leading to lower costs. Seeking to load too much on any particular set of activities 
would be counter productive in the emerging competitive scenario. 

6.3 There could be areas or products where recovery of costs in full is not 
found to be feasible. The under-recovery in such activities should be covered, i.e. 
cross-subsidized by excess recoveries in other activities. 

6.4 If there are areas/products where, on larger considerations, government 
wishes to keep cost of services at sub-optimal levels, there also the Department of 
Posts should seek to cover the under recovery to the extent possible through cross 
subsidization within the system and the gap should be met by explicit subsidy from the 
central budget. The activities for which such subsidy would be available have to be 
carefully chosen and kept to the minimum - these could be post cards and rural network. 
The upper limit for the subsidy- say Rs.500 crore per annum - should also be carefully 
determined and announced in advance. This limit should be such that, while on the 
one hand, it does not undermine the enthusiasm of the Department of Posts in their 
efforts for reaching zero deficit in five years, it does not also, on the other, make the 
Department of Posts too complacent and lose focus on their efforts. 

6.5 In all activities there should be a conscious effort for a reduction in the 
cost of operations, in particular through introduction of new work norms, which would 
ensure higher efficiency and productivity. Till new work norms are introduced, there 
should be a complete freeze on filling up of vacancies and on fresh recruitment. 
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6.6 Tariff setting powers should be transferred from legislative control to 
executive control. 

6.7 A commission should be set up to advise within six months both on 
further tariff revision as well as new work norms for all activities. 

6.8 Additional resources should be raised by introducing new innovative 
products and services, leasing and sale of postal land and building, large scale operation 
of e-mail, providing logistic support to e-commerce etc.The revenue earning potential 
in these activities would be quite large. 

6.9 The wide network and points of presence should be utilised for retailing 
products and services of banks, insurance companies and mutual fund companies. 
The revenue potential of such initiatives would also be quite substantial. 

6.10 The remuneration for operating savings bank and other savings schemes 
should be refixed to reflect correctly and fully the proportion of expenditure incurred on 
providing these services, after building in improved operational efficiency norms. 

6.11 Considering the large volume of time, effort and staff devoted to this 
particular agency functions, the feasibility of assigning a greater role to the Department 
of Posts in these programmes need to be explored. 

6.12 A number of ancillary logistic services like construction wing could be 
abolished and others like Mail Motor Service and Accounts organisation downsized 
leading to a saving of Rs.88 crore per annum. 

6.13 The urban postal service needs to be rationalised by abolishing a large 
number of one-man and two-men post offices, withdrawal of savings bank work from 
most of the urban post offices and creating a few specialised offices for banking 
purposes, rationalising delivery work and outsourcing collection and delivery of ordinary 
mail in urban areas. 

6.14 The Extra-Departmental system in rural areas should be frozen at the 
present level and gradually replaced by outsourcing this work to panchayats, 
cooperatives, P.C.O. licencees etc. on a revenue sharing basis for providing postal 
services in both urban and rural areas. 

6.15 Premium postal services like Satellite Post, Business Post and Speed 
Post etc. should be brought under a corporate set up. 

6.16 A full time Finance Member, equal in status and rank to other members, 
should be inducted into the Board and the Board should be given greater financial and 
administrative authority. The objective should be to prepare the ground for eventual 
corporatisation of the entire organisation. 
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Annexe - A 


ORGANISATION CHART OF THE DEPARTMENT OF POSTS 
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Annexe - B 
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Annexe - C 

PANCHAYAT SANCHAR SEWAYOJANA 

2. Details of the Scheme: 

2.1 Panchayat Sanchar Sewa Yojana has added a new tier to the postal 
network in place of extra departmental post offices, but without replacing the existing 
ones. Under this scheme, the panchayat appoints a local youth having minimum 
qualifications of pass in Xth standard as an agent of Panchayat to run the Sanchar 
Kendra for around 3 hours every working day. The Sanchar Kendra Agent is not an 
employee of postal department nor would the postal department run the Panchayat 
Kendra but the department would reimburse ‘fixed’ allowance and other incentives at 
pre-specified rates and also provide linking mail and accounting arrangements, forms 
and stationery stamps and seals etc. to enable the Kendra to function as per detailed 
guidelines formulated by the department. These guidelines also stipulate that where 
the Panchayat Kendra fails to act as per guidelines laid down by the department then 
the contract can be terminated through one month’s notice by the Department after 
giving opportunity to the gram panchayat to show cause why the contract should not 
be discontinued. 

3. FUNCTIONS OF PANCHAYAT KENDRA: 

3.1 The following functions shall be performed by the Panchayat Kendra 
unless otherwise specified by the Department. 

a) Booking of registered letters except VPP and Insured articles. 

b) Sale of postage stamps and postal stationery. 

c) Grant of certificate of posting. 

d) Operation of Mahila Samridhi Yojana Scheme (now discontinued). 

e) Collection and delivery of mail including clearance of letter boxes, where 
feasible. 

f) Propagation of Small Savings Scheme and Rural Postal Life Insurance. 

g) Other functions of Branch Post Office as and when the Department is 
satisfied that Kendras are able to discharge them. 

3.2 In addition to the above, the following optional functions may be given to 
the Sanchar Kendra in charge by Supdt./Sr. Supdt. Post Offices of concerned division. 

3.3 Conveyance of mail from Account Office or nearest post office to Sanchar 
Kendra and vice-versa. 
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3.4 The Sanchar Kendra Agent under the scheme shall also be entrusted 

with operation of STD/PCO/Panchayat phone subject to fulfillment of eligibility criteria 
and terms and conditions laid down by Department of Telecommunications, in villages 
where such facility does not exist at present. The existing PCO holders can also be 
utilised as Sanchar Kendra Agents. 

4. REMUNERATION/COMMISSION: 

A fixed allowance of Rs.300 per month for providing counter services 
and for collection, conveyance and delivery of mail wherever permitted will be paid. 

The agent of the panchayat will be compensated for other postal services 
provided in the panchayat areas by payment of: - 

a) A commission of 5% of the value of stamps/stationery will be allowed at 
the time of purchase in normal rural areas. In hilly and tribal areas, 
commission at the following rates will be allowed: - 


i) 

On sale upto Rs.100 

5% 

i) 

On sale upto Rs.101 to Rs.200 

7.5% 

i) 

On sale upto from Rs.201 and above 

10% 


b) A commission of 50 paise for booking and delivery of registered articles. 

c) Commission at the prescribed rates for handling Mahila Samriddhi Yojana 
Accounts. 

d) Commission at the prescribed rate for propagating Postal Life Insurance 
and National Savings Scheme. 

e) Commission at the rates to be prescribed for providing other services. 

4.2 The scheme is a voluntary scheme where the Department would extend 

postal facilities at the gram panchayat headquarters subject to the condition that the 
gram panchayat shall provide suitable accommodation with free access and proper 
security, furniture, letter scale and cost of stamps/seal at its own cost and would also 
provide a cash imprest to enable the Panchayat Agent to purchase stamps and postal 
stationery from the Accounts Office. The Department of Post will provide the forms 
and stationery and also reimburse‘fixed’ allowance and incentives to the gram panchayat 
for payment to its agent after the panchayat enters into agreement with the department. 
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Summary of Recommendations 
1. Department of Supply: 

i) Government has already issued orders inter alia'tor the abolition of the 
Department of Supply and vesting the functions hitherto discharged by 
this department in the Ministry of Commerce; abolition of the office of the 
CCA; and also for transferring the National Test House to the Bureau of 
Industrial Standards in the Ministry of Consumer Affairs. The DG, DGS&D 
is also to function as ex-officio Additional Secretary in the Ministry of 
Commerce. 

In the chapter on the DGS&D, it has been separately recommended that 
recruitment to both Indian Supply Service and Indian Inspection Service should be 
stopped. It follows that the task of managing these cadres should be vested with the 
DGS&D. 

With the adoption of single file system for disposal of work relating to the 
DGS&D, the only items of work relating to the DGS&D required to be processed in the 
Ministry of Commerce would be: 

(a) Appointments of DG, Additional DG and DDG in the DGS&D. 

(b) Vigilance cases pertaining to them and 

(c) Finalisation of rate contracts over and above the powers delegated 
to the DG (Rs. 5 crore) 

(ii) For performing the limited functions as enumerated above in the Ministry 
of Commerce it should be sufficient if, of the total staff strength of the 
Department of Supply, a complement of no more than 12 officials headed 
by a Joint Secretary is retained in the Ministry of Commerce. 

(iii) Likewise, a small complement of staff of say no more than 6, headed by 
a Director/Deputy Secretary would need to be placed in the Ministry of 
Consumer Affairs for the administration of NTH which is being transferred 
to that organisation. 

(iv) The three integrated finance wings, ‘located’ in the DGS&D, but ‘borne’ 
on the staff strength of the Department of Supply could be downsized 
from the present strength of 31 to 11. 

(v) Thus, of the total sanctioned strength of 177, it would be necessary to 
retain 29 (12 in the Ministry of Commerce, 11 in the Finance wing of 
DGS&D and 6 in the Ministry of Consumer Affairs) and the remaining 
148 posts surrendered. 
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2. Directorate General of Supplies and Disposals (DGS&D) 

(i) The total staff strength of the DGS&D has already come down to 2876 
compared to 4513 as on 1.1.1992. With the abolition of the Centralised 
Payment Scheme and the recommendation separately made for stopping 
inspection work undertaken with inspection fees being obtained directly 
from the suppliers, the total staff strength could go down in the coming 
years. In line with this reduction in the total staff strength, the requirement 
of Indian Supply Service Officers and Indian Inspection Service Officers 
would also go down. Fresh recruitment to these services should therefore 
be stopped straightaway and the two cadres allowed to wither away. The 
management of both cadres could be vested in the DGS&D itself. 

(ii) Government has already decided that shipping clearance work now being 
undertaken by the DGS&D at the port towns of Mumbai, Kolkata and 
Chennai should be wound up. This decision will lead to 131 personnel 
being rendered surplus. 

(iii) Government has also decided that the Institute of Supply and Quality 
Management started in the DGS&D should be wound up. This Institute 
does not have any separate staff and is looked after by two officers from 
the headquarters and where necessary guest speakers are invited. The 
decision to wind up this Institute would not therefore result in any personnel 
becoming surplus. 

(iv) The two directorates at Mumbai should be merged. This will lead to 78 
personnel (breakup in Annexe IV) being rendered surplus. 

(v) The Kolkata office needs to be downsized on the pattern existing in 
Chennai and now being recommended for Mumbai with the merger of 
two directorates. This will result in 90 staff (breakup in Annexe V) being 
rendered surplus. 

(vi) The practice of carrying out quality assurance inspections with fees paid 
by the suppliers should be stopped forthwith. The volume of such 
inspections, directly paid for by suppliers, accounts for over 10% of the 
present volume of inspection work now being carried out. This decision 
will result in nearly 120 staff at different levels in the quality assurance 
wing being rendered surplus. 

(vii) The DGS&D should function as a service organisation. While it need not 
aim at making a profit it should ensure that it’s expenditure is fully covered 
by the fees that it gets. Towards this end the DGS&D should be allowed, 
in fact encouraged, to provide rate contract and inspection services to 
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more organisations - be it other central government organisations, state 
governments, or even the private sector - which desire to avail of DGS&D 
service, but on the basis of direct payment of the requisite fees and without 
the centralised payment mechanism. 

(viii) The reduction in staff strength as recommended above (except item vii), 
which will be reflected in the staff strength of Department of Supply total 
upto 419. Taking the staff strength as assessed by the SIU i.e. 2765 as 
the basis, the changes suggested above will result in the total staff strength 
of this organisation coming down to 2346. In relation to the present 
sanctioned strength (3540), 1194 posts will be rendered surplus. 

3. National Test House 

(i) Government has decided that the National Test House should be 
transferred to the Bureau of Indian Standards. Considering that there is 
considerable overlap of functions between the two bodies, it would be 
advisable, if, in the first instance, the NTH is placed directly under the 
Ministry of Consumer Affairs and the question of integrating the two, 
merging facilities and downsizing of staff strength gone into in detail. 

(ii) Clearly there is considerable under utilisation of the facilities created and 
also excess staffing. Pending a correct assessment there should therefore 
be a ban on further investments as well as on filling up of vacant posts, 
let alone adding to the staff strength. 

(iii) The revenue earned as a proportion of the total non-plan expenditure is 
quite low, being around 20%. Efforts should be made to aggressively 
market the testing facilities and also increase testing fees so as to 
maximise internal resources generation. 

4. Chief Controller of Accounts 

(i) Government has already decided that the centralised payment system 
should be abolished. The SIU had in its assessment estimated a total 
staff complement requirement in the CCA’s office at 325, as against the 
present sanctioned strength of 1036. This includes staff required for 
centralised payment work as well as for discharging drawing and 
disbursement functions. As what is proposed is only abolition of 
centralised payment system, a staff complement of 115 relating to the 
DDO functions as assessed by the SIU (Annexe VI) will have to be retained. 
As the DDO functions now extended cover both DGS&D and NTH, out of 
this 115 around 20 would have to be located in NTH (Ministry of Consumer 
Affairs) and the balance 95 in DGS&D (Ministry of Commerce). The 
remaining 921 positions, with reference to the sanctioned strength of 
1036, would be rendered surplus. 
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Introduction 

This report sets out the proposals for restructuring of the functions and 
activities of the Department of Supply, Directorate General of Supplies & Disposals 
(DGS&D), National Test House (NTH) and the Chief Controller of Accounts (CCA). 
Even as this report was under preparation government has, based on the 
recommendations of a Group of Secretaries, decided inter aliaXo abolish the Department 
of Supply, allocating to the Ministry of Commerce all functions allocated hitherto to this 
Department, disbanding the office of CCA, transferring the National Test House to the 

j 

Bureau of Indian Standards (Ministry of Consumer Affairs) and winding up of the Institute 
of Supply and Quality Management as also shipping clearances work in the DGS&D. 
Even so, a comprehensive analysis of the activities and staff strength of the organisations 
to be abolished or activities to be wound up is presented in this report partly for record, 
and more importantly, as a small complement of staff part of the staff strength of the 
Department of Supply and the Office of the Chief Controller of Accounts would need to 
be continued for the reasons set out in the succeeding sections. 

The details of the recommendations of the Group of Secretaries and the 
decisions taken thereon by government as also copies of the notification issued for 
making necessary amendments in the Government of India Allocation of Business 
Rules are given at Annexe-I. 

Department of Supply 

The Government of India (Allocation of Business Rules) as amended on 
10 th December, 1985 vested the following functions in the Department of Supply. 

1. Purchase and/or inspection of stores for central government ministries/ 
departments including their attached and subordinate offices and union 
territories, other than the items of purchase and inspection of stores which 
are delegated to other authorities by general or special order. 

2. Purchase and/or inspection of stores on behalf of those state 
governments, public undertakings, autonomous bodies, quasi public 
bodies, etc. who desire to avail of its services. 

3. To arrange payment for supplies made against contracts placed by the 
department (DGS&D) on behalf of the authorities referred to in 1 and 2 
above. 

4. To arrange clearance of stores imported against orders placed by the 
department and also orders placed by the other central government 
departments, state governments, autonomous bodies, etc. if called upon 
to do so. To arrange shipment of stores against contracts placed by the 
department wherever necessary or where such work is entrusted to the 
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department by other authorities. 

5. Disposal of surplus stores other than those for which powers have been 
delegated to various authorities by general or special order. 

6. Testing and evaluation of materials, products, equipment and systems; 
research and development in testing technology and related areas; and 
calibration at the level of Echelon II and maintenance of test data etc. 

7. Cadre management of Indian Supply Service and all matters pertaining 
to training, career planning and manpower planning for the said service. 

8. Cadre management of Indian Inspection Service and all matters 
pertaining to training, career planning and manpower planning for the 
said service. 

9. Administration of:- 

(a) Directorate General of Supplies and Disposals, New Delhi. 

(b) Office of the Chief Controller of Accounts, New Delhi. 

(c) National Test House, Kolkata. 

Department of Supply presently has a sanctioned staff strength of 177, 
with 31 gazetted and 146 non-gazetted officials. Out of these 172 are presently (May, 
2000) in position. This includes the officers and staff of Internal Finance Wing, posted 
in DGS&D Headquarters and regional offices. 

The work of the Department of Supply can be divided into four distinct 
compartments: 

(a) Those relating to itself: 

(i) Matters relating to the budget and finance of Department of Supply. 

(ii) Parliamentary work related to Department of Supply. 

(iii) Control of establishment and administration. 

(iv) Official language. 

(v) Control of officers belonging to the Central Secretariat Service and 
other Services of Department of Supply. 

(b) Those relating to DGS&D: 

(i) Purchase functions 

Processing and obtaining approvals for purchases beyond the powers 
delegated to DG i.e. items in excess of Rs. 5 crore each. Those between Rs.5 crore to 
Rs. 10 crore each are disposed of by the secretary, while those above Rs. 10 crore 
each are submitted to the minister. 
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As per the estimated drawal figures of items on Rate Contract on 1.5.2000, 
the number of items requiring DOS’s approval is 58 (23 upto Rs.10 crore and 35 above 
Rs. 10 crore). In such cases, all initial work i.e. invitation to tenders, evaluation of tenders, 
formulation of purchase proposals and obtaining the concurrence of Dy.Secretary 
(Internal Finance) and Director General is handled in the DGS&D. After such proposals 
are finalised then a summing up I.D. Note is sent to the Department of Supply, which in 
each case opens a separate file and with its own notings and obtains the approval of 
Secretary (Supply) and the Minister as required and conveys it to DGS&D in the form 
of I.D. Note. In such cases, Financial Adviser in the Department of Supply is always 
consulted. Examination in the DOS involves various levels in both Purchase and Finance 
Wing of DOS (Sectt). 

(ii) Purchase Policy 

The same procedure as above is followed. In addition, individual cases 
of even smaller values i.e. within the delegated purchase powers of DG are referred to 
the Department of Supply if a deviation from the standard policy is involved. 

(iii) Other Functions: 

(a) Cadre control of the two central group ‘A’ services viz Indian 
Supply Service and Indian Inspection Service. 

(b) Formal administrative control of the decentralised Central 
Secretariat Services staff (CSS, CSCS and CSSS) 

(c) Vigilance. 

(d) Banning of business dealings with suppliers - Nodal Agency (only 
1 firm has been banned in the last four years). 

(e) Parliamentary work. 

(f) Budget. 

(g) Official language. 

(c) Those relating to CCA: 

Department of Supply does not have any direct functional role to play 
either in the matter of performance or in the matter of staff. There is only a general 
supervisory control. Flowever, the Secretary of Department of Supply is the Chief 
Accounting Authority for the discharge of accounting functions. 

Matters relating to the budget, Parliamentary work, vigilance are, however, 
dealt in the normal manner. Vigilance functions are first attended to by a Controller of 
Accounts in the Office of CCA and then forwarded to the Department of Supply for 
further processing. 
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(d) Those relating to NTH: 

(1) Executive Committee 

This Committee is chaired by Secretary (Supply). This is a policy 
making body which takes decisions on administrative and financial 
matters. 

(2) Technical Advisory Council: 

This Council operates under the Chairmanship of DG, NTH with a 
representative from the Department of Supply. The main function of 
the Council is to advise in respect of procurement of sophisticated 
equipments for NTH. 

(3) Cadre management of Group ‘A’ Scientists of NTH 

(4) Control of Flexible Complementing Scheme for the Scientists of NTH. 

(5) Processing of the budget proposals of NTH. 

Budget estimates are prepared in NTH and then processed in DOS. 

(6) Vigilance matters pertaining to NTH 

Cases are first examined in NTH by a Scientist in the scale of Deputy 
Secretary. 

Recommendations: 

(i) Government has already inter alia issued orders for the abolition 
of the Department of Supply and vesting the functions hitherto discharged by this 
Department in the Ministry of Commerce; abolition of the office of the CCA; and also 
for transferring the National Test House to the Bureau of Industrial Standards in the 
Ministry of Consumer Affairs. The DG, DGS&D is also to function as ex-officio Additional 
Secretary in the Ministry of Commerce. 

In the chapter on the DGS&D, it has been separately recommended that 
recruitment to both Indian Supply Service and Indian Inspection Service should be 
stopped. It follows that the task of managing these cadres should be vested with the 
DGS&D. 

With the adoption of single file system for disposal of work relating to the 
DGS&D, the only items of work relating to the DGS&D required to be processed in the 
Ministry of Commerce would be: 

(a) Appointments of DG, Additional DG and DDG in the DGS&D. 

(b) Vigilance cases pertaining to them and 

(c) Finalisation of rate contracts over and above the powers delegated to the 

DG (Rs. 5 crores) 
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(2) For performing the limited functions as enumerated above in the Ministry 
of Commerce it should be sufficient if of the total staff strength of the Department of 
Supply, a complement of no more than 12 officials headed by a Joint Secretary is 
retained in the Ministry of Commerce. 

(3) Likewise, a small complement of staff of say no more than 6, headed by 
a Director/Deputy Secretary would need to be placed in the Ministry of Consumer 
Affairs for the administration of NTH which is being transferred to that organisation. 

(4) The three integrated finance wings, located in the DGS&D, but based on 
the staff strength of the Department of Supply could be downsized from the present 
strength of 31 to 11. 

(5) Thus, of the total sanctioned strength of 177, it would be necessary to 
retain 29 (12 in the Ministry of Commerce, 11 in the Finance wing of DGS&D and 6 in 
the Ministry of Consumer Affairs) and the remaining 148 posts surrendered. 

Directorate General of Supplies & Disposals (DGS&D) 

This office came into being in 1951 when the earlier Directorate General 
of Industries and Supplies was renamed as the Directorate General of Supplies & 
Disposals. Two Central Group ‘A’ Services viz. Indian Supply Service and Indian 
Inspection Service, were constituted in 1961. The recruitment to these services is 
through Combined Engineering Service Examination of the UPSC. The office functions 
through the officers of these services and group ‘B’ gazetted officers of Supply Wing 
and Quality Assurance Wing, supported by other technical and secretariat Staff. 

Over the years, purchase functions were decentralised as under: 

1974 Ministries of Defence, Railways and Posts and Telegraph authorised to 

make their own purchases for items exclusive to them. 

1984 Scientific departments exempted from the purview of DGS&D. 

1985 All civil departments delegated full powers to arrange disposal of surplus 
stores. 

1991 Procurement of all adhoc requirements transferred to respective indenting 

ministries/departments along with agreed number of officers and staff 
from DGS&D(Supply Wing). Work relating to Rate Contracts for Petroleum, 
Oils and Lubricants for Defence and Railways was also transferred to 
these ministries. Inspection activity remained unaltered. 

1999 Disposal activity in DGS&D wound up. 

As per the orders for decentralisation of purchase work issued during 
1991, the cadre of Indian Supply Service (Group ‘A’ and Group ‘B’) was, not to be 
reduced except to the extent of absorption of cadre officers in the Railways.The complete 
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cadre position as presently existed (May, 2000) in respect of Indian Supply Service 
(Group ‘A’ and Group ‘B’) is set out below: 



AD Gr.l 

DD 

DIR 

DDG 

ADG 

ADGr.ll 

Working in DGS&D 







including Regions 

18 

25 

20 

8 

2 

29 

Posted in other 







Ministries 

11 

13 

7 

2 

- 

16 

On deputation 

4 

9 

1 

1 

- 

- 

Absorbed in Railways 

3 

3 

1 

- 

- 

4 


The Indian Inspection Service, was not affected by the decentralisation 
of the purchase work. 

Present Functions of DGS&D 
A) SUPPLY WING 

1. Rate Contracts 

Rate Contracts are concluded for the common user items which satisfy 
the following criteria: 

a) The demand is repetitive; 

b) The item is generally required by more than one department; 

c) The specification is standardised; 

d) The estimated annual off take is more than Rs.25 lakh. 

In brief, the rate contracts offer the following advantages: 

a) Cheaper than market price; 

b) Saving in frequent purchasing cost; 

c) Avoidance of delay in buying; 

d) Availability of standard quality stores duly inspected; 

e) Choice of brands available on the Rate Contract. 

The suppliers offer their best prices for Rate Contracts mainly because 
of centralised payments and, of course, the fact that through one contract their products 
are introduced to a large number of government users across the length and breadth 
of the country. 

DGS&D’s annual Rate Contracts have been beneficial to the government 
departments. In this connection, a sample comparison of market price and the DGS&D 
Rate Contract price for some items like cement, tyres and tubes, vehicles, paper, fans, 
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industrial gases etc. prepared by the DGS&D shows that in respect of annual drawals 
of some items, totalling upto Rs. 1,090 crores, DGS&D Rate Contracts prices would 
accrue a saving of approximately Rs.146 crores. (Annexe II) 

Until September, 1996, all payments for supplies ordered and made 
against DGS&D Rate Contracts, were made by the offices of Chief Controller of 
Accounts, Deptt. of Supply and their reimbursement was claimed from the indentors 
along with 0.5% purchase and 0.5% inspection service charge. This arrangement 
included supplies made to the state govt, indentors also. On 1.10.1996, the Deptt. Of 
Supply delinked state govts, from this system i.e., the state govt, indentors were made 
to make their own payment arrangement. An order was issued in June, 1999 stating 
that the state governments and the public sector undertakings could utilise the Rate 
Contracts only as pre-deposit parties i.e., send the indent to the DGS&D along with the 
total cost and the service charges in which case the supply order will be issued from 
DGS&D and then payment for supplies made shall be realised by CCA. It is understood 
that no indent has been received in DGS&D under this dispensation. Obviously, the 
state governments etc. though using the Rate Contracts prices etc. are placing their 
own orders independent of the Rate Contracts. 

2. Adhoc Purchases 

Those departments which do not have infrastructure for making their 
own purchases can still utilise the services of DGS&D with the specific approval of the 
Head of the Department/Secretary of the Ministry. Presently, adhoc purchases are 
being made by the DGS&D for the following organisations: 

a) Geological Survey of India 

b) India Meteorological Department 

c) Central Ground Water Board 

d) Some purchases for the Department of Posts 

e) Delhi Administration 

f) Andaman & Nicobar Administration 

g) Some state governments from time to time 

h) Some projects aided by the World Bank/IMF/ADB. 

Decentralisation of adhoc purchase work provided for the purchases being 
done by the respective Ministries/Departments themselves and if they were unable to 
do so to make their purchases through DGS&D. It is noticed that in many cases the 
ministries/departments are making the purchases, by utilizing the services of 
Undertakings such as NTPC, RITES, Hospital Services Consultancy Corporation etc. 
particularly for purchases against the World Bank or other bilaterally aided projects. 
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The requirements of government contracts having to be issued for and on behalf of 
the President of India (or Governor of the State), could be complied with in such cases. 
By these PSUs carrying out the spade work and getting the ministry concerned to sign 
the contracts, it would be desirable for the concerned financial advisors to examine 
whether such arrangements are cost effective, in relation to making the purchases 
through the DGS&D. 


The following table gives the figures of purchases by the DGS&D from 
1991-92 (pre-decentralisation) onwards; 


Year 

Total value 

No. of Adhoc 

Value of 

Value of 

Value of R/C 


Of Contracts 

Contracts 

Adhoc 

Jute Purchase 

Drawals 


(Rs. in Crore) 

Contracts 

(Rs. in Crore) 

(Rs. in Crore) 

(Rs. in Crore) 

1 

2 

3 

4 

5 

6 

1991.92 

4762 

3507 

707 

NA 

— 

1992-93 

4153 

1673 

520 

NA 

— 

1993-94 

3840 

884 

647 

410 

2783 

1994-95 

3206 

778 

570 

431 

2205 

1995-96 

3301 

435 

116 

589 

2596 

1996-97 

3350 

330 

97 

511 

2742 

1997-98 

2247 

283 

60 

749 

1438 

1998-99 

2270 

258 

58 

712 

1500 

1999-200C 

1 2918 

240 

78 

1374 

1466 


Notes: 

1. Figures based on payment data. 

2. Jute purchases, though adhoc in nature, are not included in column 4 which gives the 
figure of adhoc purchases through tendering process. 

3. R/C drawals show steep downward figures from 1997-98 onwards because from 1.10.96, 
State Govts. Were asked to make their own payments and hence their drawals did not 
get reported. 

4. NA, — denotes not available. 

3. Purchase of Jute Bags by DGS&D’s regional office at Kolkata 

Jute bags are purchased in two varieties: 

(a) A twill bags for packaging of sugar and rice. The number of 
contracts placed for such bags in a year is about 30, of a total 
value of Rs.10-15 crore. 

(b) B Twill Bags for packaging of wheat. 
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The procedure for making purchase of B twill bags is as under: 

Exercising powers under the‘Jute (Licensing and Control) Order, 1961’, 
the Office of the Jute Commissioner (J/C) issues production control orders (PCO) to 
various jute mills every month to produce specified quantity of twill bags. This mill-wise 
quantity and the time period is fixed by J/C under statutory orders. J/C also notifies the 
price payable every month for such goods under the said order. 

On receipt of Production Control Order, DGS&D, Kolkata in exercise of 
the power under clause 8A of Jute (Licensing & Control) Order, 1961 read with 
amendment dated 4.9.70, issues Requisition Order & Supply Order indicating quantity, 
price, date of delivery & consignee details etc. 

The indentors of jute bags are: 

(a) Food Corporation of India 

(b) Government of Punjab 

(c) Government of Haryana 

(d) Government of Uttar Pradesh 

(e) Government of Madhya Pradesh 

Although the DGS&D does not make these purchases through regular 
tenders on competitive basis, it has a special role in the following manner: 

(1) In the process of issuing the requisition orders and supply orders, this 
office works out the distribution, destination-wise, for state govt, 
requirements and other contractual details; 

(2) The supplies against the Production Control Orders issued by the Jute 
Commissioner’s Office are required to be made in the same month at 
the prices applicable for that month. Therefore, the orders have to be 
issued on an emergent basis and very close monitoring of supplies on 
day-to-day basis is made. All the indentors i.e. Food Corporation of 
India as well as the concerned state governments are kept informed of 
the position periodically; 

(3) Periodical visits to the jute mills along with a representative of Jute 
Commissioner and the Enforcement Directorate are made to check and 
ensure that supplies are made according to the orders; 

(4) Where the supplies get delayed, the DGS&D plays specialised role of 
deciding the price at which the extension in delivery date is to be granted; 
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(5) Since the jute mills are presently eager to take orders, DGS&D’s 
performance report to the Jute Commissioner assumes a special 
significance; 

(6) Attending to the complaints from the indentors; 

(7) Adjustment of quantities in cases of wrong indenting by certain indentors; 

(8) The state governments of Punjab, Haryana, UP and MP submit their 
indents unaccompanied by the requisite funds. This is because the 
requirements are large and funds are not available in one go. They keep 
on providing funds from time to time and based on these funds the quantity 
of jute bags for each state government is worked out and ordered in 
accordance with the Production Control Order issued by the Jute 
Commissioner. 

Although the annual purchase of jute bags is very large in value and 
involves a large number of contracts issued and monitored (value of jute purchases in 
1999-2000 is Rs.1374 crore), not much staff is employed on this work and presently 
the office of DGS&D, Kolkata under the charge the Deputy Director General (Supply) 
supported by only one Director (Supply), one Deputy Director (Supply) and six Assistant 
Directors (Supply) are able to cope with these purchases along with other major activities 
such as issuing about 30 Rate Contracts annually and clearing agency work for the 
Port of Kolkata. 

4. Shipping Clearance Work 

The Regional Supply Offices at the Port Towns of Mumbai, Kolkata and 
Chennai arrange clearance of imported cargo and coastal shipments to Andaman & 
Nicobar. Clearing agents have been appointed at Mumbai and Chennai. In Kolkata, the 
work is handled departmentally but the transport is arranged through a transport 
contractor. In Mumbai, the clearing agents are paid advance money for the assessed 
expenses on clearance and demurrages.This is adjusted in the final bills of the clearing 
agent. In Chennai, the clearing agents invest their own money and then submit bills for 
payment, custom duty is paid direct to the authorities. 

Clearing agents perform all functions starting from the arrival of vessel 
until final despatch to the consignee’s destination. 

Clearing agency facility is available at the following ports:- 
Sea Ports:- Kolkata, Haldia, Chennai, Vizag, Mumbai and Cochin 
Air Ports:- Kolkata, Chennai, Bangalore and Mumbai. 
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The tonnage (cargo) handled by the three regional offices during last 5 
years is as under:- 

Tonnage handled M/Ts 



1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

Mumbai 

8860 

9508 

6855 

7628 

11331 

Kolkata 

9336 

9421 

4940 

7811 

19069* 

Chennai 

5163 

6622 

4223 

4943 

5939 

Total 

23359 

25551 

16018 

20382 

36339 


The sharp increase is due to coastal shipments to Andaman & Nicobar Islands. 

B) Quality Assurance Wing: 

The Quality Assurance Wing with its headquarters in Delhi is headed by 
an Additional Director General (Quality Assurance) who reports to DG(S&D) and 
operates through Deputy Director Generals (Quality Assurance) in each of the four 
zones viz. North, South, East and West, with zonal headquarters at New Delhi, Chennai, 
Kolkata and Mumbai respectively. 

Each zone has 2-3 directorates with a director as head and sub-offices 
at major industrial centres, staffed as per requirement. At present, there are 11 field 
directorates situated at New Delhi, Chandigarh, Kanpur, Kolkata, Jamshedpur, Mumbai, 
Ahmedabad, Bhilai, Chennai, Hyderabad and Bangalore. 

The Quality Assurance Wing has 34 centres with its offices at almost all 
the major industrial production centres with its presence in almost all states of the country. 
The presence of QA Wing office nearer to the production centres helps in dealing with 
the inspection work in an efficient manner with the advantage for the contractors to have 
direct communication for any guidance needed in operation of the contract. 

The Quality Assurance Work is of a specialised technical nature calling 
for assimilation and dissemination of knowledge and experience. In fact Quality 
Assurance Wing of DGS&D has been one of the pioneer organisations in this field. 
The functions performed by the QA Wing are: 

(a) Formulating the procurement specifications suitable for contracting. 

(b) Assessment of vendors against their application for registration with 
DGS&D, by examining all aspects and then grant registration. This activity 
has been decentralised in the regions in order to assist local suppliers. 

(c) Assessment of vendors against tender enquiries before placement of 
contracts. 
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(d) Maintain directories of suppliers registered as manufacturers, stockists, 
Indian agents to foreign manufacturers etc. 

(e) Providing advice to DGS&D on all technical issues in the purchase 
activities. 

(f) Technical evaluation of offers wherever requested for. 

(g) Evaluation and certification of the quality of supplies. 

(h) Quality audit/failure analysis of supplies at consignee’s end. 

(i) Providing similar services to other departments and central government, 
state governments, public sector undertakings against their direct 
procurement. 

(j) Interaction with Indentors and Industry for failure analysis and upgradation 
of quality of procurement to meet diversified needs and keeping up with 
changing/increasing quality needs of the users. 


(k) Interaction with BIS and other government bodies, contribution/ 
participation in their standardisation and certification activities. 

The volume of work involved is of the following order: 



96-97 

97-98 

98-99 

1999-2000 

Upto Dec.99 

Number of orders received 

36479 

37514 

42363 

34559 

Value of orders received in rupees crore 

2853 

3037 

3587 

3112 

Value of orders inspected in rupees crore 

2765 

2953 

3484 

2853 


C) Institute of Supply and Quality Management 

About three years back, work on a full fledged Institute known as the 
Institute of Supply and Quality Management was started in the DGS&D. This institute 
is now functional for about a year. Officers from various ministries, departments, public 
sector undertakings etc. attend the courses arranged by this institute frequently. 
Induction courses are also held in this institute for probationary officers in the field of 
supply and materials management in other ministries like railways etc. Although, most 
of the faculty is in-house viz. officers of Indian Supply Service and Indian Inspection 
Service, the institute also utilises the outside faculty as guest lecturers where necessary. 
Presently, the institute is looked after by a Deputy Director General (Supplies) and a 
Director (Training). For this purpose, one post of director out of the two sanctioned 
for Directorate of Supplies and Disposals, Kolkata, is being operated at headquarters. 
The institute has been set up under a plan scheme which is to be completed in 2 
phases. The first phase i.e. development of basic infrastructure has been completed. 
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The second phase provides for a full fledged Institute involving recruitment of faculty 
and other manpower. 

D) Internal Finance in DGS&D 

The officers and staff of finance located in the DGS&D, belong to the 
Department of Supply and form a part of DOS (Sectt) staff strength. The following 
officers and staff are presently working in finance in DGS&D. 



SS 

DGS&D 

WS 

Kolkata 

SS 

WS 

Mumbai 

SS WS 

1. Dy.Secy 

1 

1 

- 

- 

- 

- 

2. Under Secy 

3 

3 

1 

1 

1 

1 

3. SO 

- 

- 

1 

1 

- 

- 

4. DyDir(Cost) 

1 

1 

- 

- 

- 

- 

5. Assistant 

- 

- 

2 

2 

- 

- 

6. Steno Gr C 

3 

3* 

1 

1 

- 

■j ** 

7. UDC 

- 

- 

3 

1 

1 

1 

8. LDC 

1 

1 

1 

1 

1 

1 

9. Daftry 

- 

- 

1 

1 

1 

1 

10.Messenger 

3 

3 

3 

3 

2 

2 

Total: 

12 

12 

13 

12 

6 

6 


* Includes 2 provided by DGS&D 

** provided by DGS&D. SS: Sanctioned Strength WS: Working Strength 

Deputy Secretary (Finance) has the delegated authority to concur with 
the proposals upto Rs.5 crore i.e. within DG’s powers. Under Secretaries at headquarters 
and also in the regions have delegated powers to concur with the proposals falling 
within the delegated purchase powers of Deputy Director Generals viz Rs 1.5 crore. 
Finance Wing at headquarters examines all Rate Contract proposals dealt with at 
headquarters. The Deputy Secretary at headquarters also sees for approval cases 
forwarded by the Under Secretaries (Finance) located in Mumbai and Kolkata which 
are beyond their delegated powers. 

The office of DGS&D, Chennai does not have internal finance located 
there. All their cases where finance concurrence is required are forwarded either to 
Mumbai or direct to headquarters depending on the value involved. Cases beyond the 
delegated authority of US(IF) are also forwarded from Mumbai and Kolkata to DS(IF) 
at headquarters. 

Apart from the normal purchase cases, the finance concurrence is 
required in the offices of port towns in respect of the following activities: 
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(1) Cases involving demurrages and wharfages during clearing agency work. 

(2) Specific to Mumbai 

Cases pertaining to grant of advance in each shipment case to the clearing 
agent to take care of demurrages and warehouse charges etc. In Chennai, 
the clearing agents are not paid advances. Also even in Mumbai until 
about a year back the cases of advance were not shown to finance. This 
practice has been started only recently. 

(3) Specific to Kolkata: 

Cases relating to jute purchase and regularisation of delivery period, 
waiver of liquidated damages etc. are all shown to finance. 

Revenue and Expenditure 

DGS&D charges a purchase fee of 0.5% of the value of the goods for 
procurement activities and 0.5% of the value of goods inspected for inspection activities 
of the Quality Assurance Wing. In addition to this, DGS&D Purchase Wing charges 
0.5% of the CIF value of the imported stores cleared as well as export cargo cleared 
(the export cargo handled is only for Andaman & Nicobar Islands). In respect of 
procurement on behalf of the central government indentors including Rate Contract 
supply orders where the payment is centralised, the purchase and inspection fees are 
collected by the Office of the Chief Controller of Accounts through debits raised on the 
respective indentors along with the value of the stores. Similarly, in respect of clearing 
agency activities, the offices of Chief Controller of Accounts at Mumbai, Kolkata and 
Chennai recover the charges through debits raised to the respective Indentors. 

The Quality Assurance Wing undertakes inspection of stores even against 
the orders placed directly by various central government departments etc., State 
government departments and public sector undertakings where they want inspection 
to be carried out by DGS&D Quality Assurance Wing. In such cases, service charges 
are due only for inspection of stores.This is not possible through recovery by the offices 
of the Chief Controller of Accounts. In such cases which are generally termed as ‘non- 
departmental orders’, Quality Assurance Wing have, through their internal instructions, 
started collecting the inspection fees in the form of demand drafts in favour of CCA 
from the suppliers before undertaking the inspection. Suppliers themselves have to 
get reimbursed from the order placing authority. 

The figures of revenue receipts and expenditure from 1997-98 onwards, 
are given at Annexe III. 

Staff Strength 

The Staff Inspection Unit of the Ministry of Finance (SIU) had carried out the 
study of the officers and staff employed up to the level of director (JAG) in 1996-1997. 
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Since the SIU does not study the workload and strength of officers at SAG level and above, 
Deputy Director Generals and above were not covered by the study. The SIU report was 
examined in the DGS&D/DOS and discussed at length and could be finalised and agreed 
only in June, 1999. However, its implementation is still pending. SIU has not recommended 
any reduction in the cadre posts. According to the agreed level of staff between SIU and 
Department of Supply, the total staff strength in DGS&D from Group ‘A’ to Group ‘D’ has to 
be restricted to 2765. The present sanctioned strength is 3540 and working strength is 
2876. 

The SIU has approved two posts of directors at Mumbai. Earlier at Mumbai 
there used to be a Director of Supplies & Disposals and a separate Director (Supplies) 
(Textiles), located in two different buildings. The subordinate cadres in the two offices 
are different and so are the staff unions different. Subsequently, due to decentralisation, 
the work was reduced and both the offices were brought under one roof. Presently, 
whereas the office of DS&D is concluding the Rate Contracts and the clearing agency 
work, the office of Director (Supplies) (Textiles) is also concluding some rate contracts. 
Total number of Rate Contracts concluded by both the directors is not more than the 
Rate Contracts concluded by the Chennai office with only one Director and the Kolkata 
Office with only one Director functioning (though two have been approved by SIU). 
The continued existence of two Directors of Supplies in Mumbai and with separate 
supporting staff including Assistant Directors (Administration) is not justified. 

One development that could have a large impact on the staff strength 
requirement in DGS&D is government’s recent decision to wind up the centralised 
payment system. It has been argued that the centralised payment system is the key to 
the successful discharge of the package of functions offered by DGS&D; that without 
the centralisd payment system participation of suppliers in the rate contract system 
could suffer and increase the proportion of cases where the inspection fees would 
have to be collected directly from the suppliers. While it is difficult to assess to what 
extent the volume of purchases, booked over the rate contract system by central 
government agencies could go down or when centralised payment system is abolished, 
the experience of recent years clearly shows that moving away from centralised payment 
has led to over 10% of the inspections being carried out with the fees paid directly by 
the suppliers, an agreement that needs to be put an end to, as it could be a breeding 
ground for malpractices. As far as state government purchases are concerned, the 
recent decision of the government would only be formalising an arrangement that was 
put in place in 1996. Some reduction in the workload of DGS&D cannot therefore be 
ruled out when the centralised payment system is abolished. 
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Recommendations: 

(1) The total staff strength of the DGS&D has already come down to 2876 
compared to 4513 as on 1.1.1992. With the abolition of the Centralised 
Payment Scheme and the recommendation separately made for stopping 
inspection work undertaken with inspection fees being obtained directly 
from the suppliers, the total staff strength could go down in the coming 
years. In line with this reduction in the total staff strength, the requirement 
of Indian Supply Service Officers and Indian Inspection Service Officers 
would also go down. Fresh recruitment to these services should therefore 
be stopped straightaway and the two cadres allowed to wither away. The 
management of both the cadres be vested in the DGS&D itself. 

(2) Government has already decided that shipping clearance work now being 
undertaken by the DGS&D at the port towns of Mumbai, Kolkata and 
Chennai should be wound up. This decision will lead to 131 personnel 
being rendered surplus. 

(3) Government has also decided that the Institute of Supply and Quality 
Management started in the DGS&D should be wound up. This institute 
does not have any separate staff and is looked after by two officers from 
the headquarters and where necessary guest speakers are invited. The 
decision to wind up this institute would not therefore result in any personnel 
becoming surplus. 

(4) The two directorates at Mumbai should be merged. This will lead to 78 
personnel (breakup in Annexe IV) being rendered surplus. 

(5) The Kolkata office needs to be downsized on the pattern existing in 
Chennai and now being recommended for Mumbai with the merger of 
two directorates. This will result in 90 staff (breakup in Annexe V) being 
rendered surplus. 

(6) The practice of carrying out quality assurance inspections with fees paid 
by the suppliers should be stopped forthwith. The volume of such 
inspections, directly paid for by suppliers, accounts for over 10% of the 
present volume of inspection work not being carried out. This decision 
will result in nearly 120 staff at different levels in the quality assurance 
wing being rendered surplus. 

(7) The DGS&D should function as a service organisation. While it need not 
aim at making a profit it should ensure that it’s expenditure is fully covered 
by the fees that it gets. Towards this end the DGS&D should be allowed, 
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in fact encouraged, to provide rate contract and inspection services to 
more organisations - be it other central government organisations, state 
government, or even the private sector - which desire to avail of DGS&D 
service, but on the basis of direct payment of the requisite fees and without 
the centralised payment mechanism. 

(8) The reduction in staff strength as recommended above (except item 7) 
which will be reflected in the staff strength of Department of Supply total 
upto 419. Taking the staff strength as assessed by the SIU i.e. 2765 as 
the basis, the changes suggested above will result in the total staff strength 
of this organisation coming down to 2346. In relation to the present 
sanctioned strength, 1194 posts will be rendered surplus. 

National Test House (NTH) 

National Test House was established in 1912 on a modest scale for the 
railways, primarily for evaluation of certain indigenous products aimed at import 
substitution. Presently it has a total sanctioned strength of 794, of which 133 positions 
are vacant. 

The main functions of the NTH are 

(a) Testing and evaluation of materials, products, equipment, apparatus and 
systems in practically all branches of science and technology except food, 
drugs and pharmaceuticals, arms and ammunitions. 

(b) Research and development in testing technology and related areas, 
including consultancy for failure analysis and allied problems. 

(c) Helping industries in developing indigenous products for import 
substitution and in their quality assurance programmes. 

(d) Calibration at the level of Echelon-ll and maintenance of appropriate 
standards and references in areas of its competence. 

(e) Helping N.A.B.L. (National Accreditation Board forTesting and Calibration 
Laboratories) for accrediting testing laboratories. 

(f) Association with BIS for evolving National International Specifications 
and Standards. 

(g) Training of Scientists, Technologists, Technicians in Testing technology. 

NTH has its headquarters at Kolkata and regional laboratories at Kolkata, 
Mumbai, Chennai, Ghaziabad, Guwahati and Jaipur with testing facilities specific to 
the regions. 
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Two high powered committees exist to advise NTH on policy and various 
administrative matters. These are: 

(i) Executive Committee and 

(ii) Technical Advisory Council. 

The Executive Committee functions under the Chairmanship of Secretary 
(Supply) to take decisions on administrative and financial matters. The Technical 
Advisory Council has been reconstituted in 1997 under the Chairmanship of DG(NTH) 
and a representative from the Department of Supply. A number of scientists and 
engineers from the various institutions are being nominated for the council along with 
all regional heads of the NTH as members. The main function of the Advisory Council 
is to advise on procurement of sophisticated equipment for NTH in the various disciplines. 

The NTH is at present providing testing and evaluation facilities in the 
following main disciplines: 

a) Chemical engineering 

b) Civil engineering 

c) Rubber, plastics and textiles 

d) Electrical engineering 

e) Electronics 

f) Mechanical engineering (heavy and light mechnical) 

g) Non-destructive testing. 

The number of samples tested in different regions is as follows: 


Figures in thousands 


Name of the Region 

1997-98 

1998-99 

1999-2000 

Kolkata 

8.23 

8.17 

8.05 

Mumbai 

2.21 

2.42 

3.53 

Chennai 

2.46 

3.01 

3.30 

Ghaziabad 

4.44 

4.58 

4.82 

Jaipur 

2.25 

3.98 

5.60 

Guwahati 

0.33 

0.51 

0.80 

Salt Lake 

- 

- 

1.30 

Total: 

19.92 

22.67 

27.20 
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The region wise breakup of non-plan expenditure and revenue earnings 

is as follows: 


(Rupees in Lakh) 

1998-99 1999-2000 


SNo 

Region 

Non-Plan 

Expenditure 

Revenue 

Earned 

% of 

Revenue 

to Non-Plan 
Expenditure 

Non-Plan Revenue 
Expenditure Earned 

% of 

Revenue 

to Non-Plan 

Expenditure 

1 . 

NTH(ER) 

480.04 

61.96 

12.91 

500.40 

61.47 

12,28 

2. 

NTH(WR) 

120.96 

19.73 

16.31 

132.31 

26.66 

20.15 

3. 

NTH(SR) 

105.31 

20.15 

19.13 

120.16 

22.39 

18.63 

4. 

NTH(NR) 

109.64 

43.34 

39.53 

104.68 

45.10 

43.08 

5. 

NTH(JPR) 

22.99 

19.04 

82.82 

24.17 

21.02 

86.97 

6. 

NTH(GUW) 

14.05 

5.56 

39.57 

14.30 

5.14 

35.94 


Total: 

852.99 

169.78 

19.90 

896.02 

181.78 

20.29 


NOTE: Eastern Region includes Salt Lake, Kolkata. 

Salt Lake Complex at Kolkata 

This complex spread over an area of 3 acres and with a total covered 
area of 18,238 sq.m.is being set up to provide for a top class modern testing laboratory 
in the country at a cost of Rs.34.24 crore. Though the complex was scheduled to be 
completed by December, 1999, it is not yet operative except for the minor laboratories 
in one of the annexe buildings. Out of the total of 103 posts required for this, only 62 
are to be adjusted by transfer from the Alipore laboratory. Incidentally the facilities and 
manpower available at the Alipore complex are considerably under utilised. 

NTH Ghaziabad Complex 

NTH also has a much larger complex at Ghaziabad, commissioned in 
1982, in a 19 acre plot, with a covered area of about 6000 sq. metres. 

IIM, Kolkata study covered the four central government funded quality 
testing institutions vis-a-vis the laboratories of Bureau of Indian Standards (BIS), National 
Test House (NTH), Regional Testing Centres (RTCs) and Pilot Testing House (PTH). 
This study which was completed in September, 1999 has, inter alia highlighted the 
following points: 

There exists well-established testing infrastructure in the laboratories of 
BIS, NTH, PTH and RTCs as individual entities, and more so when 
considered together. 

All of them have similar capacities, equipment and facilities. In any given 
city, such as Kolkata, BIS,NTH and RTC have nearly similar facilities. 





183 


They cater to more or less the same-testing samples against established 
standards. 

However, BIS laboratory tests samples for the ISI marking and certification 
scheme. Other private and public laboratories also carry out testing for 
certification purpose at the instance of BIS. 

The testing and related activities of these labs are predominantly regional 
based. That is their regional establishments (at Mumbai, Chennai etc.) 
more or less cater to the “local” (in and around the region in which they 
are located) testing needs. 

From the point of view of testing per se duplication and under utilisation 
of testing facilities available in the laboratories at various locations are 
glaring. 

In particular, the magnitude of investment made in creating testing 
infrastructure in BIS, and NTH laboratories is substantial, but is grossly 
underutilised. Furthermore, the extent of utilisation of this capacity is 
declining. 

There has been tremendous proliferation of testing activities in the country 
in the recent past in connection with industrial products. This has resulted 
in: 

the growth of laboratories in private and government sector with 
high degree of testing area specialisation,and 

competition and aggressive marketing practices. 

Although there are isolated and small initiatives, the laboratories studied 
are yet to gear up themselves to successfully meet the competition. 

This institute made the following broad recommendations: 

The quality testing laboratories owned by the GOI either directly or through 
its various agencies could ideally be integrated. 

There is no need for different departments running their own testing 
institutions in the present context. This inevitably creates excess capacity, 
wasteful duplication, under utilisation, and diluted strategies to tap market 
potential. 

There is no need even for BIS to own testing laboratories to carry out 
their mandatory objectives. Ideally the BIS laboratories should also be 
integrated with the other GOI owned laboratories. 

There is a need for balanced and market specific geographic spread of 
these laboratories. 
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An urgent need also exists for effective management, autonomy, 
decentralisation of decision making, accountability in terms of achieving 
reasonable return on investment (ROI). 

General Observations: 

(1) Only 3% of the total number of samples tested at NTH (1999-2000) are 
on account of DGS&D. Another 50% of their total workload comes from 
other government departments. Approximately, 46% is accounted for 
private industry etc. Apparently, there is little justification for NTH to be 
located in the Department of Supply. 

(2) The capacities already available with NTH before bringing up of Salt Lake 
Complex had been, over the years continuously, grossly underutilised. 

(3) NTH charges money for samples tested. The revenue earned by NTH 
over the years is only about 20% of the annual non-plan expenditure. 

(4) Thus, in the absence of centralised efforts the proportion of revenue to 
expenditure could even go down in the coming years. 

Recommendations 

(1) Government has decided that the National Test House should be 
transferred to the Bureau of Indian Standards. Considering that there is 
considerable overlap of functions between the two bodies, it would be 
advisable, if, in the first instance, the NTH is placed directly under the 
Ministry of Consumer Affairs and the question of integrating the two, 
merging facilities and downsizing of staff strength gone into in detail. 

(2) Clearly there is considerable under utilisation of the facilities created and 
also excess staffing. Pending a correct assessment there should therefore 
be a ban on further investments as well as on filling up of vacant posts, 
let alone adding to the staff strength. 

(3) The revenue earned as a proportion of the total non-plan expenditure is 
quite low, being around 20%. Efforts should be made to aggressively 
market the testing facilities and also increase testing fees so as to 
maximise internal resources generation. 

Chief Controller of Accounts (CCA) 

The Office of the Chief Controller of Accounts, Department of Supply, is 
the Departmental Accounts Organisation attached to the Department of Supply. The 
Secretary of the Department is the Chief Accounting Authority for the discharge of the 
accounting functions. CCA reports to him through Financial Advisor. 
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The main functions of the Supply Accounts Organisation include: 

1. Pre-check payment and accounting of bills preferred against rate contracts 
of DGS&D and raising of outward claims against the Accounts Officers 
of the concerned consignees. 

2. Payment to clearing agents at ports for imported stores. 

3. To carry out the treasury functions on behalf of the Department of Supply, 
DGS&D, NTH & CCA Offices, compile the accounts of the department, 
and arrange internal inspection of payment and accounts, of records 
maintained by various offices under the department. 

The Chief Controller of Accounts has his headquarters at New Delhi and 
three regional offices at Kolkata, Chennai and Mumbai. The CCA is assisted by two 
Controllers of Accounts at New Delhi, one Deputy Controller of Accounts each at Kolkata, 
Mumbai and Chennai. 

(The overall actual strength of the organisation as on 1.1.2000 is 725 
(gazetted 110 and non-gazetted 615). 

Payment Figures: 

The Chief Controller of Accounts plays a pivotal role in ensuring timely 
payments for procurements made against DGS&D rate contracts. Details of bills received 
and paid during the last four years is given below: 


Year 

Opening 

Balance 

Received 

Total 

Bills Paid 

Bills Pending 

(Closing Balance) 

1995-96 

20,539 

3,11,939 

3,32,478 

3,15,826 

16,652 

1996-97 

16,652 

2,79,061 

2,95,713 

2,79,630 

16,083 

1997-98 

16,083 

1,89,135 

2,05,218 

1,90,261 

14,957 

1998-99 

14,957 

1,75,186 

1,90,143 

1,79,268 

10,875 

1999-2000* 

10,875 

1,34,337 

1,45,212 

1,31,827 

13,385 


*Upto Dec. 1999 

Staff Strength - SIU Study 

Although, the sanctioned strength continues to be shown in the region of 
1030 from 1991 (pre- decentralisation) till the present time, the actual working strength 
has been coming down subsequent to decentralisation of purchases. 

The orders for decentralising the payments for supplies to state 
governments against the Rate Contract issued on 1.10.96, caused further substantial 
reduction in work in the office of CCA, as will appear from the payment figures. The 
staff strength which was 847 on 31.12.96 is now 725. 
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SIU had carried out a detailed study of the staff requirement and the 
functions of CCA. The SIU had recommended abolition of CCA (Supply) and suggested 
payment of contractors’ bill directly by the Accounts Officers of the consignee 
departments. However, SIU had recommended a staff strength of 325 for the present 
functions if continued. 

Recommendation: 

Government has already decided that the centralised payment system 
should be abolished. The SIU had in its assessment estimated a total staff complement 
requirement in the CCA’s office at 325, as against the present sanctioned strength of 
1036. This includes staff required for centralised payment work as well as for discharging 
drawing and disbursement functions. As what is proposed is only abolition of centralised 
payment system, a staff complement of 115 relating to the DDO functions as assessed 
by the SIU (Annexe VI) will have to be retained. As the DDO functions now extended 
cover both DGS&D and NTH, out of this 115 around 20 would have to be located in 
NTH (Ministry of Consumer Affairs) and the balance 95 in DGS&D (Ministry of 
Commerce). The remaining 921 positions, with reference to the sanctioned strength of 
1036, would be rendered surplus. 



187 


ANNEXE-1 


S.B. MOHAPATRA 
ADDITIONAL SECRETARY & 

FINANCIAL ADVISER 

GOVERNMENT OF INDIA 

MINISTRY OF COMMERCE 
UDYOG BHAVAN 
NEW DELHI 110011 


Dear Shri Mathur, 


24 th July, 2000 


Kindly recall our discussion regarding rightsizing of DGS&D organisation. 
As you know, a Group of Secretaries was constituted to give its recommendations 
regarding rightsizing the DGS&D. A summary of their recommendation is enclosed. 
The recommendations have been accepted by the Commerce & Industries Minister 
who is also the Minister of the Department of Supply. The recommendations have now 
been forwarded to the Cabinet Secretariat for further action. However, no formal order 
has been issued so far. 


With regards, 


Shri J.S. Mathur, 

Member Secretary, 

Expenditure Reforms Commission, 
New Delhi. 


Yours sincerely, 
Sd/- 

(S.B. Mohapatra) 
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DCC No.CD 910/85 


Rashtrapati Bhavan, New Delhi 


NOTIFICATION 

NEW DELHI,THE 10™ December, 1985 


In exercise of the powers conferred by clause (3) of article 77 of the 
Constitution, the President hereby makes the following rules further to amend the 
Government of India (Allocation of Business) Rules, 1961, namely:- 

1. (1) These rules may be called the Government of India (Allocation of 
Business) One hundred and Seventy-seventh Amendment) Rules, 1985. 
(2) They shall come into force at once. 

In the Government of India (Allocation of Business) Rules, 1961 - 

(1) In the First Schedule:- 
XXX 

(2) In the Second Schedule:- 

(i) X XX 

(ii) Under the heading “MINISTRY OF COMMERCE AND INDUSTRY 
(VANIJYA AUR UDYOG MANTRALAYA) for the entries under the 
sub-heading “B” DEPARTMENT OF SUPPLY (POORTI VIBHAG)” 
the following entries shall be substituted, namely:- 

“1 Purchase and/or inspection of stores for Central Government Ministries/ 
Departments including their attached and subordinate offices and Union 
Territories, other than the items of purchase and inspection of stores 
which are delegated to other authorities by general or special order. 

2. Purchase and/or inspection of stores on behalf of those State 
Governments. Public Undertakings, autonomous bodies, quasi public 
bodies, etc. who desire to avail of its services. 

3. To arrange payment of supplies made against contracts placed by the 
Department (DGS&D) on behalf of the authorities referred to in 1 and 2 
above. 

4. To arrange clearance of stores imported against orders placed by the 
Department and also orders placed by the other Central Government 
Departments. State Governments, autonomous bodies, etc. if called 
upon to do so. To arrange shipment of stores against contracts placed by 
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the Department wherever necessary or where such work is entrusted to 
the Department by other authorities. 

5. Disposal of surplus stores other than those for which powers have been 
delegated to various authorities by general or special order. 

6. Testing and evaluation of materials, products, equipments and systems; 
research and development in testing technology and related areas; and 
calibration in the level of Echelon II and maintenance of test data, etc. 

7. Cadre Management of Indian Supply Service and all matters pertaining 
to training, career planning and manpower planning for the said service. 

8. Cadre Management of Indian Inspection Service and all matters pertaining 
to training, career planning and manpower planning for the said service. 

9. Administration of - 

(a) Directorate General of Supplies & Disposals, New Delhi 

(b) Office of the Chief Controller of Accounts, New Delhi 

(c) National Test House, Alipore, Calcutta.” 
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(To be published in 
Part II, Section 3, 
Sub - section (ii) 
Of the Gazette of 
India, Extra Ordinary, 
Dated the 7 th August, 2000.) 


Doc. CD-459/2000. 

RASHTRAPATI BHAVAN 
NEW DELHI 

Notification 

Dated the 4 th August, 2000. 

S.O._(E). - In exercise of the powers conferred by clause (3) of article 77 

of the Constitution, the President hereby makes the following rules further to amend 
the Government of India (Allocation of Business) Rules, 1961, namely:- 

1. (1) These rules may be called the Government of India (Allocation of 

Business) (Two hundred and fifty - first Amendment) Rules, 2000. 

(2) They shall come into force at once. 

2. In the Government of India (Allocation of Business) Rules, 1961 ,- 

(1) in the First Schedule, under the heading “5, Ministry of Commerce 
and Industry (Vanijya aur Udyog Mantralaya)”, the sub heading “(iii) 
Department of Supply (Poorti Vibhag)” shall be omitted; 

(2) in the Second Schedule, under the heading “MINISTRY OF 
COMMERCE AND INDUSTRY (VANIJYA AUR UDYOG 
MANTRALAYA)”,- 

(A) under the sub-heading “A, DEPARTMENT OF 
COMMERCE(VANIJYA VIBHAG)”, after entry 17, the following entries 
shall be added, namely:- 

“ 18. Purchase and inspection of stores for Central Government 

Ministries/Departments including their attached and subordinate 
offices and Union Territories, other than the items of purchase 
and inspection of stores which are delegated to other authorities 
by general or special order. 

19. Cadre Management of Indian Supply Service and all matters 
pertaining to training, career planning and manpower planning 



for the said Service. 

20. Cadre Management of Indian Inspection Services and all 
matters, pertaining to training, career planning and manpower 
planning for the said Service. 

21. Administration of Directorate General of Supplies and Disposals, 
New Delhi.” 

(B) the sub-heading “D. DEPARTMENT OF SUPPLY (POORTIVIBHAG)” 
and the entries relating thereto shall be omitted. 


K.R. NARAYANAN 
PRESIDENT 


(File No. 1/22/1/2000-Cab.) 
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Note on abolition of Department of Supply on the basis of the 
recommendations of the Group of Secretaries 

The Group of Secretaries on Rightsizing the Government Work force 
considered the matter regarding the abolition of Department of Supply. The 
recommendations of the Group of Secretaries had been received in DOS through 
Cabinet Secretariat for consideration. The recommendations are as follows:- 

Recommendation No.(i): 

The Department of Supply may be abolished and all the functions 
allocated to the Department as per Govt, of India (Allocation of Business), Rules, 1961 
may be dropped except the function No.1 (vide Para 12) which may in turn be added to 
the business allocated to the Department of Commerce. This will result in abolition of 
179 posts. 

Recommendation No.(ii): 

The DGS&D may be attached to the Department of Commerce and the 
Director General of DGS&D may be made ex-officio Additional Secretary to the 
Department of Commerce in the Ministry of Commerce & Industry. It may be categorized 
as a service Department. The 775 posts in the DGS&D identified for abolition by the 
SIU may be abolished forthwith. A fresh examination of the staff requirement of the 
DGS&D may be carried out in the changed perspective to determine the optimum staff 
strength of the DGS&D. Pending this review, fresh recruitment to all cadres / posts 
managed by DGS&D may be stopped. 

Recommendation No.(iii): 

Out of the total 664 vacant posts in DGS&D at present, only 81 belong to 
the category of 775 posts recommended for abolition by the SIU. A decision regarding 
abolition of remaining 583 vacant posts may also be taken. 

Recommendation No.(iv): 

The office of the Chief Controller of Accounts may be disbanded. This 
may result in the abolition of 1036 posts. 

Recommendation No.(v): 

The National Test House (NTH), Calcutta may be transferred to the Bureau 
of Indian Standards (BIS). Pending review of requirement of essential posts in NTH by 
BIS, fresh recruitment to various cadres / posts in NTH may be stopped. 

Recommendation No.(vi): 

The Cadre Management of the Indian Supply Service and the Indian 
Inspection Service may be transferred to the DGS&D (on the lines of the cadre of the 
Indian Trade Service being managed by the Directorate General of Foreign Trade) with 
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a reassessment of cadre strength in the light of other recommendations. The 
Management of Group ‘A’ Scientists Cadre of NTH may be transferred to BIS/Department 
of Consumer Affairs. Fresh recruitment to all these three cadres may be stopped 
fortwith. The position may be reviewed after 4-5 years. 

Recommendation No.(vii): 

The Institute of Supply and Quality Management opened in the DGS&D 
may be closed forthwith. 

Recommendation No.(viii): 

The surplus staff of various organizations may be surrendered to the 

Surplus Cell. 

The recommendations of the Group of Secretaries was carefully 
considered and all the recommendations have since been accepted and views 
communicated to the Cabinet Secretariat on 11-7-2000 Regarding recommendation 
No.(iii) the factual position regarding the vacant posts in DGS&D was not correctly 
indicated. The correct position of vacant posts in DGS&D as on 1.4.2000 is as follows:- 


Sanctioned strength: 

3540 

Working strength: 

2810 

Vacant posts: 

730 


SIU actually recommended abolition of 825 posts and also recommended creation of 
50 posts (825-50 = 775 posts to be ultimately abolished). Out of 825 posts recommended 
for abolition by SIU, 566 posts are vacant. Thus 730-566 = 164 posts are vacant, which 
have not been recommended for abolition by SIU keeping in view the functional 
requirement of DGS&D. It has been decided that DG(S&D) would review these 164 
vacant posts and submit a proposal to the Ministry regarding filling up of posts which 
are absolutely essential. 

Further, the following transitional arrangements are considered necessary:- 

(1) About 13 posts including that of Joint Secretary be retained for a period 
of six months for handling work during the transition. 

(2) The office of CCA with minimum required staff be retained for a period of 
six months to enable smooth transfer/handing over of work and records. 
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ANNEXE II 


NOTIONAL SAVINGS FOR SOME IMPORTANT RATE CONTRACT ITEMS 


S.No Item 

(Rs. in crores) 

Annual Approximate 

Drawals Notional Savings 

Rationale for arriving at 
Notional Savings 

1 Cement 

260 

85 

Difference between 
market price and R/C 
price in various regions. 

2 Tyres & Tubes 

120 

12 

Due to discount & 
dealers margin. 

3 Heavy/Light Commercial 

Cars/Jeeps 

400 

8 

Due to discount & 
dealers margin. 

4 Paper Offset, White Prtg. 

Cream Wove Paper 

110 

7 

Market Price-25000 PMT 

R/C Price - 23500 PMT 

5 Bitumen 

66 

3.6 

Distributors Price- 

5700PMT 

R/C Price-5400PMT 

6 Bitumen Emulsion 

9 

1.35 

Market Price- 8005PMT 

R/C Price-6965PMT 

7 Air-conditioners 

33 

4 

1.5 Ton Mkt. Price-25974 

R/C-23158 

8 Ceiling Fans 

18 

5 

1200 MM Size Market 

Price-Rs.1044 

R/C Price-811 

9 Industrial Gases 

10 -do- 

52 

16 

Oxygen Market Price- 
Rs.13.95 PCM 

R/C Price-Rs 10.00 PCM 

D.A. Gas Market Price- 
Rs.119 PCM 

R/C Price-Rs.98 PCM 

11 Lamps GLS, Sodium 

Vapour 

13 

2 

Differential in price 15 to 
25% 

12 Fluorescent Tube 

9 

1.8 

40 Watt size Market 

Price-Rs.42 

R/C Price-Rs.35 

Total 

1090 

145.75 
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ANNEXE-III 

STATEMENT SHOWING REVENUE AND EXPENDITURE 
(NON-PLAN UNLESS STATED) FOR DOS (SECTT), DGS&D,NTH & CCA 



1997-98 

(Actual) 

1998-99 

(Actual) 

1999-2000 
(Revised Estimate) 

2000-2001 

(Estimate) 


Revenue Exp. 

Revenue Exp. 

Revenue 

Exp. 

Revenue 

Exp. 

DOS Sectt. 

1.95 

2.22 

- 

2.27 

- 

2.55 


(R.E.) 






DGS&D 

29.24 29.82 + 

31.23 33.10 + 

40.76 

34.26 + 

37.26 

36.48 + 


0.16 

0.24 


0.20 


0.20 


(Plan) 

(Plan) 




(Plan) 

NTH 

1.40 6.87 + 

1.59 8.56 + 

1.80 

9.03 + 

1.80 

10.13 + 


1.45 

1.74 


1.80 


3.62 


(Plan) 

(Plan) 


(Plan) 


(Plan) 

CCA 

8.50 

9.21 

- 

9.81 

- 

10.58 


(R.E.) 
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ANNEXE IV 


DGS&D 

STAFF STRENGTH AT MUMBAI 


S.No. 

As assessed by SIU 

DS DS Tex 

As now 
determined 

Reduction 

Proposed 

1 DDG 

1 

- 

1 

- 

2 Director 

1 

1 

1 

1 

3 Deputy Director 

2 

1 

2 

1 

4 Assistant Director (Supply) 

3 

3 

4 

2 

5 Assistant Director (Admn.) 

1 

1 

1 

1 

6 Hindi Officer 

1 

- 

1 

- 

7 Junior Field Officer 

3 

2 

3 

2 

8 Junior Progress Officer 

- 

1 

- 

1 

9 Superintendents 

6 

5 

6 

5 

10 Technical Assistant 

- 

1 

- 

1 

11 Dock Inspector 

2 

- 

2 

- 

12 Steno 1 

1 

- 

1 

- 

13 Steno II 

1 

1 

2 

- 

14 Steno III 

6 

4 

6 

4 

15 Junior Hindi Translator 

1 

1 

1 

1 

16 Store Keeper 

2 


1 

1 

17 U.D.C. 

28 

18 

28 

18 

18 U.D.C. Incharge 

6 

5 

8 

3 

19 Assistant Store Keeper 

2 

- 

2 

- 

20 Senior Dock Sarkar 

1 

- 

1 

1 

21 L.D.C. 

16 

8 

16 

8 

22 Machine Operator 

1 

- 

1 

- 

23 Comptist 

- 

1 

- 

1 

24 Hindi Typist 

1 

1 

1 

1 

25 Dock Sircar 

1 

- 

1 

- 

26 Staff Car Driver 

1 

- 

1 

- 

27 Record Keeper 

1 

1 

1 

1 

28 Junior Gestetner Operator 

1 

1 

1 

1 

29 Daftry 

5 

6 

4 

7 

30 Peon 

6 

5 

6 

5 

31 Security Guard 

10 

- 

6 

4 

32 Sweeper 

4 

- 

2 

2 

33 Farash 

1 

2 

1 

2 

34 Labourers 

4 

- 

4 

- 

35 Chowkidar 

6 

3 

4 

5 

TOTAL 

126 

72 

120 

78 
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ANNEXE V 


DGS&D 

STAFF STRENGTH AT KOLKATA 


S.No. 

Sanctioned Strength 

Requirement 
as assessed 

Reduction 

Proposed 

1 • 

DDG 

1 

1 

- 

2 

Director 

2 

1 

1 

3 

Deputy Director 

1 

1 

- 

4 

Assistant Director 

7 

5 

2 

5 

Assistant Director (Admn.) 

1 

1 

- 

6 

Junior Field Officer 

4 

2 

2 

7 

Junior Progress Officer 

3 

2 

1 

8 

Superintendents 

8 

6 

2 

9 

Technical Assistant 

1 

- 

1 

10 

Accountant 

1 

- 

1 

11 

Dock Inspector 

4 

4 

- 

12 

Steno 1 

1 

1 

- 

13 

Steno II 

2 

2 

- 

14 

Steno III 

8 

4 

4 

15 

U.D.C. Incharge 

8 

6 

2 

16 

Junior Hindi Translator 

1 

1 

- 

17 

Store Keeper 

1 

1 

- 

18 

U.D.C. 

85 

41 

44 

19 

Supervisor 

2 

2 

- 

20 

Senior Dock Sarkar 

2 

2 

- 

21 

L.D.C. 

39 

30 

9 

22 

Dock Sarkar 

2 

2 

- 

23 

Senior Gestetner Operator 

1 

1 

- 

24 

Staff Car Driver 

1 

1 

- 

25 

Record Keeper 

1 

1 

- 

26 

Jetty Sarkar 

2 

2 

- 

27 

Junior Gestetner Operator 

1 

1 

- 

28 

Franking Machine Operator 

1 

- 

1 

29 

Head Diwan 

2 

1 

1 

30 

Daftry 

14 

8 

6 

31 

Peon 

9 

7 

2 

32 

Diwan 

12 

6 

6 

33 

Mazdoor 

4 

2 

2 

34 

Sweeper 

7 

4 

3 

35 

Farash 

1 

1 

- 


TOTAL 

240 

150 

90 
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ANNEXE VI 

STAFF REQUIREMENT AS ASSESSED BY SIU FOR DDO FUNCTIONS 
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Executive Summary 


I. General Findings 

1. There are no formally laid down procedures governing establishment of 
autonomous institutions and it is observed that ministries/departments have been 
following their own procedures for setting up such institutions. (Paras 4 & 12). 

2. The reports of the Comptroller and Auditor General for the year 1998-99 
(reports 4 and 5 of 2000) covers 496 autonomous institutions. However, based on the 
information furnished by the various ministries, departments etc., in reply to the 
questionnaire of the Expenditure Reforms Commission, it has been possible to compile 
a list of only 433 autonomous institutions. (Annexe I). In the absence of any authentic 
list maintained by each ministry/department, it cannot be said that this is a 
comprehensive, complete list of all existing autonomous institutions. (Para 5 & 7). 

3. An analysis of the budget grants for the year 1999-2000 of some of the 
major ministries/departments reveals that over 300 autonomous institutions had a total 
budgetary support, by way of grants-in-aid of over Rs.8000 crore. Thus, the budgetary 
outgo for all autonomous institutions taken together could be in excess of Rs. 10,000 
crore. (Para 6) 

4. Questionnaires calling for information relating to autonomous institutions 
were sent to all ministries/departments. Replies were received only in respect of 221 
and that too not complete in all respects. (Ministry of HRD which has 114 autonomous 
institutions has sent information only in regard to 5 of them) (Para 10) 

5. An analysis of information gathered form the audit reports of the CAG 
reveals that there has been a steady increase in the number (322 in 1995-96 to 437 in 
1998-99) of autonomous institutions over the years as also the budgetary outlay on 
them. (Para 15) 

6. Successive audit reports also show a steady increase, over the years, in 
the number of autonomous institutions whose accounts were either delayed or not 
provided for audit (86 in 1995-96 to 209 in 1998-99). (Para 15). 

7. The audit reports further reveal progressive increase of pending utilisation 
certificates which stood at 37390 involving grants to the extent of Rs.8603.44 crore as 
on 31.3.1999 and included cases where such utilisation certificates were outstanding 
for more than 10 years. Clearly not much attention was being paid to non-furnishing of 
utilization certificates, and fresh grants appear to have been released in a routine 
fashion.These alarming figures have led to a public interest litigation being filed against 
Government. (Paras 17 & 18). 
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8. No worthwhile study had at all been conducted of the autonomous 
institutions, to check whether these were fulfilling the purposes for which these were 
set up and whether there was sufficient justification for continuing these (Para 20). 

9. No structured periodic meetings between the ministries/departments 
and the autonomous institutions set up by them also appears to have been organized 
for review in the working of these autonomous institutions. There also appears to be 
no procedure in position for obtaining periodic management information from these. 
(Para 20). 

10. The recommendation of the Rajya Sabha Committee on Papers laid on 
the Table that there should be standard forms of accounts for all autonomous institutions, 
is yet to be implemented though nearly two years have elapsed since the 
recommendation was made. (Para 21) 

11. There has been a steady increase in the staff strength of the autonomous 
institutions over the years. Moreover, the overall strength of posts at group C and D 
level appear disproportionately high (77.39%) as compared to posts at group A&B 
levels. (Para 22, 23 and 24). 

12. Of the 221 autonomous institutions for which information was made 
available (221), as many as 157 were found to be fully funded. The proportion of 
internal resources generation is also quite low in almost all the remaining institutions. 
(Para 25). 

13. Almost all the autonomous institutions were following central government 
scales and other service conditions such as pension, Assured Career Progression 
Scheme, LTC, medical reimbursements etc., all of which was being met from grants. 
These were also found to be adopting successive revised scales as also the other 
recommendations of the various pay commissions for central government employees. 
In most cases, these institutions are seen to be following the same procedures and 
practices as in attached and subordinate offices of government, while at the same time 
being exempt from the close scrutiny of the other wings of government. (Para 25) 

14. The nomenclature of some of the autonomous institutions suggest that 
many could be carrying out similar or overlapping functions. The activities of these 
organisations would need to be closely examined with a view to exploring the possibility 
of merging or winding up some. (Para 26) 

15. All these indicate that in many of the autonomous institutions reduced 
accountability and non-reporting appears to have been construed as essential elements 
of autonomy. In the absence of information, the possibility of many of the activities 
undertaken by these organisations being either unnecessary or of not being of such 
importance as to require autonomy cannot be overruled. There is therefore a prima 
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facie case for bringing all these organisations under a system of increased reviews 
and controls. At the same time there are also several autonomous organisations, TIFR 
and NTs to cite only two examples, which are known the world over for the excellence 
of their output. It therefore appears necessary to put in place a system of reporting 
and screening that will ensure that organisations that are doing excellent work are 
encouraged further, even as those that are not in this category are not allowed to pre¬ 
empt for themselves a large chunk of scarce budgetary support at the expense of the 
more deserving ones. (Para 27). 

II. Recommendations: 

1. The first and foremost requirement is the compilation of a list of all 
autonomous institutions so far set up by Government of India, together with some 
basic information about each such organisation. Towards this end, all ministries/ 
departments should be required to furnish complete information as in Annexe II to the 
Department of Expenditure in respect of each of their autonomous organisations within 
a period of three months, with a clear indication that all Financial Advisers would be 
required to stop release of budgetary support with effect from 1st October, 2001 to 
organisations which claim to be autonomous organisations but which are not covered 
in the reports furnished to the Department of Expenditure. The information received in 
the Department of Expenditure could be processed by the SIU, brought out as a report 
that could serve as a basic reference document. This report should contain a detailed 
total picture as also information about each and every autonomous institution. 

2. In the Budget for the year 2000-2001, it has been announced that no 
new autonomous institutions will be created without the approval of the Cabinet and 
also that these organizations will be encouraged to maximize generation of internal 
resources. In line with this decision, all ministries and departments should be required 
to seek approval of Cabinet in respect of the autonomous organisations for which 
Cabinet approval has hitherto not been taken. The opportunity should be availed to 
examine whether the activities undertaken are necessary at all; whether these need to 
be undertaken only by autonomous organisations or whether these could as well be 
undertaken by the concerned government agency following the normal rules and 
regulations and also whether efforts for maximising internal resource generation have 
been put in place so as to keep dependence on budgetary support to the minimum. 
Allowing a time period of three months for obtaining such Cabinet approval, all Financial 
Advisers should be instructed that wherever such Cabinet approval is not obtained, 
release of budgetary support should be stopped with effect from 1st October, 2001. 

3. There has to be a system of “outsideVpeer” review of every autonomous 
organisation once in three or five years, depending on its size and nature of the activity. 
In respect of those organisations, where there has been no such outside review till 
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date, all ministries/departments should be required to straightaway arrange for such 
reviews to be taken up and completed before 31st December, 2001. These reviews 
should focus inter alia on : 

(a) the purposes for which the autonomous body was set up and whether 
these objectives have been or are being achieved 

(b) whether the activities should be continued at all, either because they are 
no longer relevant or have been completed or if there has been a 
substantial failure in achievement of objectives. The zero base budget 
approach should be followed in making this assessment 

(c) whether the nature of the activities is such that these need to be performed 
only by an autonomous organisation 

(d) whether similar functions are also being undertaken by other 
organisations - be it in the central government or state governments or 
the private sector - and if so whether there is scope for merging or winding 
up these organisations 

(e) whether the total staff complement, particularly at the support level is 
kept at a minimum, whether the enormous strides in information 
technology and communication facilities as also facilities for outsourcing 
of work on a contract basis have been taken into account in determining 
staff strength; and whether scientific/technical personnel are being 
deployed on functions which could well be carried out by non scientific/ 
non technical personnel; etc. The last mentioned aspect becomes 
important in view of the special procedures followed both for recruitment 
and promotion of scientific/technical personnel. 

(f) whether user charges, wherever the output or services are utilised by 
others, are levied at appropriate levels 

(g) the scope for maximizing internal resources generation in the organisation 
so that the dependence upon government budgetary support could be 
kept at a minimum. 

4. These reviews along with the earlier reviews already available in respect 

of organisations where such reviews are being periodically undertaken should form 
the basis for determining the programme of work as well as the budget support for 
these organisations in the future years. The budget support extended now should 
serve as a ceiling for the year 2002-03 and should be progressively reduced thereafter 
having regard to the scope for maximizing internal resources generation and restraining 
of expenditure growth. 
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5. Having regard to the vast expansion in the staff strength in these 
organisations, pending this review there should be a freeze on recruitment of staff in all 
the autonomous organisations at all levels. In addition, an adhoc cut of 10% in the total 
staff strength should be imposed, in all those institutions in which there have been 
substantial increase in staff strength in the recent years and/or in which the proportion 
of group C & D officials is quite high. 

6. The review suggested above should facilitate issue of guidelines both 
for governing the functioning of all existing autonomous institutions and for the 
establishment of new ones. Stringent criteria need to be laid down for setting up of 
new autonomous organisations and f or the type of activities to be undertaken by 
them. Pending issue of such guidelines there should be a ban on setting up of new 
autonomous organisations. 

7. These reviews together with a consolidated report to be prepared by the 
SIU and the process of cabinet approvals referred to earlier should, at one level help to 
reduce the number of autonomous organisations and the outgo on them both by weeding 
out those activities which are no longer relevant or have been completed and by 
maximising internal resource generation. At another level, this process would also 
help to identify a small number of autonomous institutions - say 20 or so - whose 
performance is so outstanding and internationally acclaimed, as to warrant further 
encouragement by giving greater autonomy. Such organisations, even if the budgetary 
support required is in excess of 50% of the total funds required in the year, could be 
extended increased flexibility in matters of recruitment and financial rules and also 
exempted from orders issued from time to time for effecting adhoc cuts on expenditure, 
freeze in recruitment etc. These organisations should be increasingly enabled to devise 
and adopt staff structures, procedures and rules, as are best suited for improving the 
quality of their output. Such rules and procedures should however be clearly laid down 
so as to maximise transparency. 

8. Such autonomous organisations, as also others with a budgetary support 
of more than Rs. 5 crore per annum, should be required to enter into a memorandum of 
understanding with the parent ministry/department, spelling out clearly not only the 
input requirements - financial, manpower, etc. - but more importantly the output targets, 
i.e. details of programme of work and qualitative improvements in output aimed at. The 
output performance assessment should be an important element in determining the 
programme as well as the budget support for the next financial year and also for an 
evaluation of the performance of the senior officials of the institutions. 

9. All ministries and departments should be required to either annex to their 
annual report or along with their annual report placed before the Parliament separate 
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reports, giving a detailed assessment of the performance of the autonomous institutions 
coming under them. 

10. Considering the time lag in finalisation of audited accounts and enormous 
increase in pending utilisation certificates, all ministries and departments should be 
required to pay special attention to these issues and furnish to the Department of 
Expenditure every quarter a review of the position. Allowing a maximum of 9 months 
for the finalisation and auditing of accounts, as well as for furnishing of utilisation 
certificates, it should be stipulated that budgetary support would not be extended after 
that period. In other words, if for the year 2000-2001 either the accounts are not 
audited or the utilisation certificates not furnished before the end of December, 2001 
then release of funds should be stopped altogether from 1st January 2002. 

11. The Rajya Sabha Committee on Papers laid before Parliament, has 
suggested that there should be a suitable format for the accounts to be submitted by 
the autonomous institutions to bring about uniformity and transparency in the 
presentation of accounts. These suggestions are being further processed by a 
committee. Action in this regard needs to be expedited. 



AUTONOMOUS INSTITUTIONS 


1. The terms of reference of the Expenditure Reforms Commission relating 
to autonomous institutions reads as follows: 

“Review the procedure for setting up of Government funded autonomous 
institutions and their pattern of funding and suggest measures for effecting 
improvement and reducing budgetary support for their activities.” 

2. The arrangement of having “autonomous institutions” has been in 
existence for a very long time. No papers could however be located to trace the policy 
relating to the origin and setting up of such institutions and as to when exactly they 
started. The dictionary meaning of the word “autonomous” is “self governing”. Obviously 
therefore, such autonomous institutions were set up whenever it was felt that certain 
functions had to be discharged outside the governmental set up, with some amount of 
independence and flexibility, without the day-to-day interference of the governmental 
machinery. For example, there are 17 universities as of date, which are autonomous 
institutions, some of which have been functioning for decades. 

3. No reference regarding the procedure to be followed for setting up of 
autonomous institutions is found in the Transaction of Business Rules, and there is no 
mention in this regard in the Allocation of Business Rules of the Government of India. 
However, it is observed that such autonomous institutions were set up by the ministries/ 
departments concerned with the subject matter and are being funded through grants- 
in-aid, either fully or partially, depending on the extent to which such Institutions generate 
internal resources on their own. The rules relating to sanction of‘grants-in-aid’to such 
institutions and the various terms and conditions that should govern such ‘grants-in- 
aid’ as also the procedure for monitoring the proper utilisation of such grants-in-aid etc. 
are prescribed in the General Financial Rules (GFR) issued by the Ministry of Finance, 
which have been in existence since pre-Independence days. The Ministry of Finance 
also issues instructions from time to time regarding sanction of grants-in-aid by ministries/ 
departments to such autonomous institutions, besides instructions relating to powers 
for creation of posts and revision of pay scales etc. by such autonomous institutions. 

4. It is observed that in the absence of any instructions prescribing the procedure 
in this regard, ministries/departments have been setting up such autonomous institutions 
from time to time, according to their felt needs and following their own procedures. While 
some have been set up as‘statutory institutions’, as a sequel to the provisions contained in 
various acts, most others have been set up as societies under the Societies Registration 
Act, 1860. Further, while in some cases Parliamentary or Cabinet approval have been 
obtained, in certain other cases, such institutions have been set up over the years, by 
resolutions, notifications etc., or even with the approval of the minister concerned. No 
uniformity of approach appears to have been adopted in this regard. 

209 
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5. The first task of the Commission was to ascertain the size of the problem 

by compiling as far as possible, a complete list of autonomous institutions functioning 
under various ministries/departments, as also the extent of financial support by 
government for such institutions. It was observed that no comprehensive centralised 
list of such autonomous institutions was available and the ministries/departments under 
whom such autonomous institutions function and to whom grants-in-aid were being 
sanctioned on a regular basis for several years, did not also appear to have compiled 
a comprehensive list of such institutions. However, in the Audit Report on Autonomous 
Institutions excluding those under scientific ministries/departments, published by the 
Comptroller and Auditor General of India (Report 4 of 2000) for the financial year ending 
1998-99 the following information is available: 


Year 

No. of Autonomous Institutions 
(excluding those under scientific 

Grants given 

Loans given 


Ministries/Departments) 





(Rs. in crore) 

1998-99 

437* 

4477.96** 

659.97** 


* Includes 17 Universities 

** : Excludes information relating to 209 Institutions, whose accounts were 

not finalised or information had not been furnished. 

As regards autonomous institutions under scientific ministries/departments, 
the following information is available in CAG’s Audit Report (Report 5 of 2000) 


1998-99 

59 

1611.20 

- 

Total 

496 

6089.16 

659.97 


It was further gathered from the Office of the CAG that the total number 
of autonomous institutions could be more than 496, as their review covers only 
institutions known to be coming under the purview of Audit as on 31 st March, 1999 and 
there could well be a number of autonomous institutions whose audit may not have 
been entrusted to the CAG, or may not come under the purview of the CAG’s audit 
under the CAG’s Act. 

6. In the absence of a comprehensive list of autonomous institutions 

functioning under various ministries/departments, an analysis of the budget grants for 
the year 1999-2000 of some of the major ministries/departments was undertaken initially 
which, showed that 301 autonomous institutions, functioning under different ministries/ 
departments had a total budgetary outlay, by way of grants-in-aid, of over Rs.8000 
crore. As the actual number of autonomous institutions functioning under the various 
ministries/departments is much larger, the budget outlay on such autonomous institutions 
may well be over Rs.10,000 crore. In view of this huge outlay on grants-in-aid and the 
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recurring nature of the expenditure, there is indeed a need to have a close look at the 
procedure for setting up such autonomous institutions, the manner and extent of their 
financing, as also whether the circumstances and purpose for which such autonomous 
institutions were originally set up, still existed and justified their continuance, besides 
the measures that should be taken to progressively reduce the present level of heavy 
budgetary support. 

7. Based on information gathered from different sources, a list of 433 

autonomous institutions functioning under the various ministries/departments has been 
compiled and given at Annexe I.The following table gives a ministry-wise analysis of 
this number. 


SI.No 

Name of Ministry/Department 

No. of Institutions 

1 

Agriculture 

10* 

2 

Atomic Energy 

8 

3 

Chemicals & Fertilisers 

3 

4 

Civil Aviation 

1 

5 

Coal 

1 

6 

Commerce 

11* 

7 

Communications 

2 

8 

Culture 

26* 

9 

Defence 

3 

10 

Environment & Forests 

8 

11 

External Affairs 

7 

12 

Finance 

6 

13 

Food & Consumer Affairs 

1 

14 

Health & Family Welfare 

49* 

15 

Home Affairs 

1 

16 

Human Resource Development 

114* 

17 

Industry 

13* 

18 

Information & Broadcasting 

7 

19 

Information Technology 

14* 

20 

Labour 

15* 

21 

Law, Justice & Company Affairs 

4 

22 

Mines & Minerals 

3 

23 

Non-Conventional Energy source 

2 

24 

Planning 

2 

25 

Power 

4 

26 

Railway 

1 

27 

Rural Development 

2 

28 

Science & Technology 

29* 
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29 

Small Scale Industries 

17* 

30 

Social Justice & Empowerment 

19* 

31 

Space 

3 

32 

Surface Transport 

22* 

33 

Textile 

16* 

34 

Tourism 

2 

35 

Urban Development 

4 

36 

Water Resources 

3 


Total 

433 


8. It will be seen from the table that 36 ministries/departments have between 
them a total of 433 autonomous institutions. Further, while the Ministry of HRD has the 
largest number of autonomous institutions (114), 13 ministries/departments (marked *) 
out of 36 have between them the bulk of the autonomous institutions (355, constituting 
82.2%) functioning under them. 

9. In the absence of any authentic complete list of autonomous institutions 
of various ministries/departments and a detailed list of institutions audited by C&AG, it 
has not been possible to reconcile the two sets of figures. It was also found that some 
differences in the total figures were also due, for example to the fact that while NTs and 
Regional Engineering Colleges were being counted in one list as a single autonomous 
body, in the other list, each IIT and each Regional Engineering College was being 
treated as a separate body. In the list at Annexe I each of these institutions has been 
shown as a separate entity. 

10. A questionnaire was sent to Financial Advisors of various ministries/ 
departments to furnish certain basic information regarding the autonomous institutions 
functioning under them. In all, by the end of December, 2000, information was received 
in respect of 221 institutions. However, the information furnished was not complete in 
all respects in certain cases. The information as provided was analysed and discussions 
were also held with the FAs of those ministries/departments which are concerned with 
large autonomous institutions such as ICAR, CSIR, etc., as also the FAs of a few other 
ministries/departments. 


11. The following table gives an analysis of the number of years for which 

such autonomous institutions have been functioning. 



Period of Existence 

No. of Autonomous Institutions 

1 

For 25 years and above 

83 

II 

From 10 years-24 years 

84 

III 

From 5 years - 9 years 

28 

IV 

For less than 5 years 

22 

V 

No information furnished 

4 
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12. An analysis of the manner in which these autonomous institutions were 

set up, is indicated below: 


i. 

Set up under a statute or act 

77 

ii 

Set up with approval of Cabinet 

33 

lii 

Set up with approval of ministers in the 



ministry/department concerned 

56 

iv 

Others (details not available) 

38 

V 

Information not furnished 

17 


13. Following table gives ministry/department wise details of the budget 

allocation for the current year (2000-2001) in respect of 203 out of 221 institutions for 
which information in this regard was available. 


Name of Ministry/ 

Department 

Number of 

Autonomous Institutions 

for which information 

is available 

Grants-in-aid 
Budget for 

2000-2001 
(Rs. in crore) 

Agriculture 

8 

1558.84 

Chemicals & Fertilisers 

2 

14.21 

Civil Aviation 

1 

16.20 

Commerce 

8 

282.24 

Communications 

1 

166.00 

Culture 

26 

117.65 

Environment and Forest 

3 

93.43 

External Affairs 

4 

43.63 

Finance 

2 

250.37 

Food and Consumer Affairs 

1 

111.64 

Health & Family Welfare 

37 

855.88 

Home Affairs 

1 

6.55 

Human Resource Development 

5 

470.26 

Industry 

13 

590.71* 
(includes SSI) 

Information & Broadcasting 

1 

8.47 

Information Technology 

9 

164.95 

Labour 

4 

25.70 

Law Justice & Company Affairs 

4 

15.06 

Mines 

4 

43.30 

Non Conventional Energy Surces 

2 

6.73 

Planning 

2 

51.33 

Power 

4 

82.90 
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Rural Development 

2 

42.75 

Science & Technology 

23 

1168.55 

Social Justice & Empowerment 

7 

42.60 

SSI 

17 

* Included in Industry 

Surface Transport 

3 

72.06 

Textiles 

6 

179.89 

Water Resources 

3 

34.02 


203 

6641.57 


14. In spite of repeated reminders no information was received form Ministry 

of HRD in respect of 109 out of 114 autonomous institutions under it. The details of the 
other ministries/departments which had also not furnished complete information is 
given below: 

Name of Ministry/Department No. of Autonomous Institutions for 

(Other than Ministry of HRD) which information was not received 


Agriculture 2 

Atomic Energy 8 

Commerce 3 

Defence 3 

Environment & Forests 1 

External Affairs 3 

Finance 3 

Health & Family Welfare 7 

Information & Broadcasting 6 

Information Technology 2 

Labour 10 

Railway 1 

Science & Technology 6 

Social Justice & Empowerment 10 

Space 3 

Surface Transport 19 

Textile 10 

Tourism 2 

Urban Development 4 

Total 103 


15. A perusal of the general remarks appearing in the CAG’s Audit Report 

on autonomous institutions for the four years ending 1998-99 shows that the accounts 
of a large number of autonomous institutions had either been delayed or were not 
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furnished for Audit by CAG. The details are as follows: 


(Rs. in Crore) 


Year 

No. of Autonomous 

Institutions due for 
Audit (excluding 
those under Scientific 
Department) 

No. whose A/cs 

were either 

delayed or 

not finalised 

Grants/Loans 

sanctioned 
excluding those 
in Col. 3 

1 

2 

, 3 

4 




Grants Loans 

1995-96 

322 

86 

2725.54 398.28 

1996-97 

323 

99 

3435.06 417.45 

1997-98 

431 

186 

2941.50 163.35 

1998-99 

437 

209 

4477.96 659.97 


The above information shows that while on the one hand the number of 


autonomous institutions coming under the purview of CAG’s Audit has been increasing 
year by year, the number of institutions whose annual accounts are delayed or were 
not finalised has also been increasing. Likewise, the amount of grants-in-aid/loans 
sanctioned for these Institutions, excluding those Institutions whose accounts were 
either delayed or not finalised, has also been increasing steadily over the years. 

16. The G.F.R. provides that in respect of recurring grants, administrative 
ministries/department concerned should examine the annual audited statement of 
accounts of grantee institutions and obtain utilisation certificates, to satisfy themselves 
about the proper utilisation of grants released for the preceding year, before admitting 
their claim for grants-in-aid in the subsequent financial year. Such utilisation certificates 
are required to be furnished by the ministries/departments to the Controller of Accounts 
in respect of the grants released, to ensure that the grants had been properly utilised 
for the purpose for which they were sanctioned. The rules also provide that the reports 
submitted by the internal audit parties of the department and audit/inspection reports 
received from the Indian Audit & Accounts Department and the performance reports 
should be obtained in the 3 rd & 4 th quarter in the year and should also be looked into 
while sanctioning further grants. 

17. As far as could be ascertained, the above requirement of the rules were 
not being strictly followed by the ministries/departments either while budgeting for or 
before sanctioning of grants-in-aid for the various autonomous institutions and their 
periodical release. Moreover, as has been pointed out earlier, in a large number of 
cases the accounts of the earlier years had either not been finalised or had been 
delayed. Further, in every audit report of the CAG, there are adverse comments 
regarding the delay or non receipt of utilisation certificates, as also huge pendencies, 
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involving a very large amount of grants-in-aid. The progressive figures in this regard, 
as included in the CAG’s Audit Report, for the last four years is given below: 


a) Autonomous Institutions excluding those under Scientific Departments 


Period Upto 

No. of Pending utilization 

Amount involved 


certificates (Progressive) 

(Rs. in crore) 

31.3.96 

22231 

2940.74 

31.3.97 

23431 

2936.40 

31.3.98 

26728 

4495.99 

31.3.99 

32247 

7997.77 

b) Autonomous Institutions under Scientific Departments:- 

31.3.99 

5143 

605.67 


Out of the above pending utilisation certificates, in 3019 cases aggregating 
to Rs.239.86 crore, the certificates were outstanding for more than 3 years and included 
1041 cases aggregating to Rs.117.67 crore for which utilisation certificates were 
outstanding for more than 10 years. 

18. Clearly the authorities releasing grants to such Institutions, have been 
releasing fresh grants, in most cases, without seeking to ensure that that the previous 
grants have actually been utilised for the purposes for which these were sanctioned. 
The position is all the more unsatisfactory, as in a large number of cases, the accounts 
had either not been finalised or were delayed. The alarmingly high number of pending 
utilisation certificates, involving huge amounts, as indicated above has also attracted 
critical public attention and a public interest litigation has been filed before the Hon’ble 
High Court of Delhi. It was noted that instructions have also been issued by Secretary 
(Expenditure) to the secretaries of all ministries/departments for undertaking an urgent 
review in this regard. It has come to the notice of the Commission during discussions 
with some of the Financial Advisors that though in some cases the utilization certificates 
might have been received by the subject matter division of the ministry/department, 
these may not have been passed on to the Pay and Accounts Office concerned, who 
are to watch the receipt of such utilisation certificates. This shows a lack of appreciation 
of the importance of the utilisation certificates and the need for streamlining the existing 
procedure for monitoring the receipt and scrutiny of such utilisation certificates. In any 
case, to ensure full compliance in this regard, strict instructions would require to be 
issued to the PAOs not to release any fresh grants-in-aid, until an utilisation certificate 
is received for the previous grant. 

19. The G.F.Rs also require that the annual reports and audited statements 
of accounts of autonomous/statutory institutions are to be laid on the table of the 
Parliament. In such cases, the departments of central government need not incorporate 
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performance-cum-achievement reports in the annual administrative reports. However, 
if the grants-in-aid exceeds Rs. 1 lakh, the departments of the central government 
should include in the administrative reports a review of the utilisation of the grants-in- 
aid individually, specifying in detail the achievements, vis-a-vis the amounts spent, the 
purpose and distribution of the grants. In cases where the grants-in-aid are for Rs.1 
lakh or less, the departments of the central government should include in their 
administrative reports, their own assessment of the achievements or performances in 
a general way for facility of a complete and comprehensive study of the grants-in-aid 
paid by the ministry. The G.F.Rs also require that a review of the performance of the 
grantee institutions in receipt of grants-in-aid exceeding Rs.10 lakh per annum, should 
be undertaken by the sanctioning authority concerned, at least once in 3 to 5 years, in 
each case. Further, some of the leading non-officials interested in the object of particular 
grants are also to be associated with the review. 

20. The information gathered from various ministries/departments shows that 
while administrative reports were being submitted to Parliament in most cases, these 
were not subjected to any critical review at any stage. Moreover, hardly any worthwhile 
study appears to have been undertaken on the performance of any of the autonomous 
institutions. It is also observed that no procedure had been prescribed for obtaining 
any systematic or periodical management information from the autonomous institutions, 
regarding various aspects of their performance. It also appears that no periodical 
structured discussions have been prescribed between the organisations and the 
ministries/departments, at a sufficiently high level, to examine financial and performance 
targets. The sanction of grants-in-aid to most autonomous institutions appears to be 
taking place in a routine fashion year after year. 

21. The Rajya Sabha Committee on Papers laid on Table in its 60 th Report 
(presented on 27 th March, 98) observed that there was an urgent need for reviewing 
the methods of presentation of accounts of the central autonomous organisations, 
which usually take the pretext of not having a standard set of accounts, as prescribed 
by the Companies Act in respect of the companies incorporated under the Act. The 
Committee also observed that an important requirement is to present accounts, in a 
manner that even a layman, not having specialised knowledge of accountancy matters, 
can understand them easily. The Rajya Sabha Committee recommended that 
government should set up a committee of experts, to workout a format prescribing 
standard forms of accounts for all central autonomous institutions, to bring uniformity 
and transparency in the presentation of these accounts. A committee was accordingly 
set up by the government vide order dated 26 th May, 99 with the Controller General of 
Accounts as Chairman and five other members. The committee was to submit its 
report within one year. Though a draft format of accounts is said to have been prepared, 
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as of December, 2000 these are yet to be finalised for adoption and implementation by 
the central autonomous institutions, even after more than V/z years since the setting 
up of the committee. 

22. In so far as the staff strength of the autonomous institutions is concerned, 

it is observed these were determined more or less on as adhoc basis, at the time they 
were set up. The information received from 124 autonomous institutions, set out below, 
shows a steady increase in total staff strength: 


Year 



Staff Strength 



Group A 

Group B 

Group C 

Group D 

Total 

1997 

6973 

7617 

45608 

15516 

75714 

1998 

6967 

8040 

45136 

16352 

76495 

1999 

7614 

7975 

46251 

16403 

78243 

23. 

Sixtyeight autonomous institutions have furnished details of staff strength 

for the year 1999 only. Inclusive of this, the total picture for 192 autonomous institutions 

for the year 1999 is as follows: 




Year 

Group A 

Group B 

Group C 

Group D 

Total 

1999 

12493 

13289 

63058 

25164 

114004 


(10.95%) 

(11.66%) 

(55.32%) 

(22.07%) 



[Note: The above analysis does not include: The Indian Council of Agricultural Research, 
which is one of the largest autonomous institutions, with a total staff strength of34695 
as also a total staff strength of 39,716 in respect of 18 bodies under 9 ministries/ 
departments where the break up was not made available] 

24. No break up is available of the total staff strength as between technical/ 
scientific and non-technical/non-scientific ministerial personnel. Though the nature of 
work performed in these 192 autonomous institutions could be quite varied and their 
requirement of scientific/technical & non-scientific/non-technical/ministerial persons 
at different levels may also be different, the overall figures and percentages, as shown 
above indicate prima facie an abnormally high group C and group D strength. While it 
would be logical to expect a high proportion of group A & B officials in such institutions, 
the proportion of group C & D officials is quite high at over 77% of the total staff 
strength. The reports received do not reveal that there has been any critical assessment 
of the requirements and no norms appear to have been prescribed, or adopted for 
deciding the ratio of staff between technical/scientific and non-technical/non-scientific 
staff at various levels. 

25. The G.F.Rs provide that all autonomous institutions which receive more 
than 50% of their recurring expenditure in the form of grants-in-aid should formulate 
terms and conditions of service of their employees, which are by and large, comparable 
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to those applicable to similar categories of employees in central government. An analysis 
of information received from 221 autonomous institutions reveals that 157 were fully 
funded, while even almost all of the remaining 64 were receiving government budget 
support much in excess of 50% of their recurring expenditure. Almost all the autonomous 
institutions were found to be adopting central government scales of pay and were 
governed by the same rules in various service matters. All have been adopting the pay 
scales as revised and determined by successive Pay Commissions and the substantial 
additional expenditure involved in the adoption of the pay scales prescribed by the 
Fifth Pay Commission, including payment of arrears etc. w.e.f. 1.1.1996, were also met 
by way of additional grants-in-aid. Most autonomous institutions have also adopted 
the same pension scheme and other concessions, such as Assured Career Progression 
Scheme, L.T.C., medical reimbursement etc., as adopted by the government, the entire 
recurring expenditure in regard to which, is also met out of grants-in-aid. Thus, there 
did not appear to be much difference in the day-to-day working and organisational set 
up as also the conditions of service of the staff and officers of the autonomous institutions 
and the other central government offices. Thus these institutions function like attached 
or subordinate offices of government, without at the same time being subject to the 
close scrutiny of the other wings of the government. 

26. A perusal of the nomenclature and the broad functions of some of the 
autonomous institutions as listed in Annexe-1 as also the brief information gathered 
from the literature made available in some cases, showed that there is every possibility 
of overlapping or similar functions being performed by some of them. While there 
could be some merit in competition amongst such organisations having similar functions 
for better performance and also some of the organisations may have a marginally 
different role and may also be located in different cities, the feasibility of either merging 
or phasing out some of these over a period of time, would merit in depth examination. 

27. From the position as analysed above it would appear that in many of 
these organisations freedom from accountability and non-transparency in areas that 
are not sensitive, is often being construed as an essential feature of autonomy. On the 
other hand, it is precisely in these organisations which are exempt from close scrutiny 
and clearances of other wings of the government, that there needs to be greater 
transparency and more of internal checks and balances, in order to ensure that autonomy 
is not misused or misapplied. In the absence of such reporting or review, the possibility 
of some of these organisations carrying out activities which are no longer current or 
relevant, or can be undertaken by following the normal procedures and without special 
dispensations cannot be ruled out. At the same time, the generic term ‘autonomous 
body’ includes within its scope institutions likeTIFR, IITs, central universities, Regional 
Engineering Colleges, AIIMS, CSIR etc, some of which like TIFR & IITs, are classic 
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examples of their internationally known quality of out put. It is therefore necessary to 
put in place a system of reporting and screening that will ensure that the organisations 
that are doing excellent work are encouraged further, even as those that are not in this 
category are not allowed to pre-empt for themselves a large chunk of scarce tax revenues 
at the expense of more deserving cases. It is against this backdrop that the Commission 
has framed its recommendations. 

Recommendations 

1. The first and foremost requirement is the compilation of a list of all 
autonomous institutions so far set up by Government of India, together with some 
basic information about each such organisation. Towards this end, all ministries/ 
departments should be required to furnish complete information as in Annexe II to the 
Department of Expenditure in respect of each of their autonomous organisations within 
a period of three months, with a clear indication that all Financial Advisers would be 
required to stop release of budgetary support with effect from 1st October, 2001 to 
organisations which claim to be autonomous organisations but which are not covered 
in the reports furnished to the Department of Expenditure. The information received in 
the Department of Expenditure could be processed by the SIU, brought out as a report 
that could serve as a basic reference document. This report should contain a detailed 
total picture as also information about each and every autonomous institution. 

2. In the budget for the year 2000-2001, it has been announced that no new 
autonomous institutions will be created without the approval of the Cabinet and also 
that these organizations will be encouraged to maximize generation of internal resources. 
In line with this decision, all ministries and departments should be required to seek 
approval of Cabinet in respect of the autonomous organisations for which Cabinet 
approval has hitherto not been taken. The opportunity should be availed to examine 
whether the activities undertaken are necessary at all; whether these need to be 
undertaken only by Autonomous Organisations or whether these could as well be 
undertaken by the concerned government agency following the normal rules and 
regulations and also whether efforts for maximising internal resource generation have 
been put in place so as to keep dependence on budgetary support to the minimum. 
Allowing a time period of three months for obtaining such Cabinet approval, all Financial 
Advisers should be instructed that wherever such Cabinet approval is not obtained, 
release of budgetary support should be stopped with effect from 1st October, 2001. 

3. There has to be a system of “outside”/”peer” review of every autonomous 
organisation once in three or five years, depending on its size and nature of the activity. 
In respect of those organisations, where there has been no such outside review till 
date, all ministries/departments should be required to straightaway arrange for such 
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reviews to be taken up and completed before 31st December, 2001. These reviews 
should focus inter alia on : 

a) the purposes for which the autonomous body was set up and whether 
these objectives have been or are being achieved 

b) whether the activities should be continued at all, either because they are 
no longer relevant or have been completed or if there has been a 
substantial failure in achievement of objectives. The zero base budget 
approach should be followed in making this assessment 

c) whether the nature of the activities is such that these need to be performed 
only by an autonomous organisation 

d) whether similar functions are also being undertaken by other 
organisations - be it in the central government or state governments or 
the private sector - and if so whether there is scope for merging or winding 
up these organisations 

e) whether the total staff complement, particularly at the support level is 
kept at a minimum, whether the enormous strides in information 
technology and communication facilities as also facilities for outsourcing 
of work on a contract basis have been taken into account in determining 
staff strength; and whether scientific/technical personnel are being 
deployed on functions which could well be carried out by non scientific/ 
non technical personnel; etc. The last mentioned aspect becomes 
important in view of the special procedures followed both for recruitment 
and promotion of scientific/technical personnel. 

f) whether user charges, wherever the output or services are utilised by 
others, are levied at appropriate levels 

g) the scope for maximizing internal resources generation in the organisation 
so that the dependence upon government budgetary support could be 
kept at a minimum. 

4. These reviews along with the earlier reviews already available in respect 
of organisations where such reviews are being periodically undertaken should form 
the basis for determining the programme of work as well as the budget support for 
these organisations in the future years. The budget support extended now should 
serve as a ceiling for the year 2002-03 and should be progressively reduced thereafter 
having regard to the scope for maximizing internal resources generation and restraining 
of expenditure growth. 

5. Having regard to the vast expansion in the staff strength in these 
organisations, pending this review there should be a freeze on recruitment of staff in all 



222 


the autonomous organisations at all levels. In addition, an adhoc cut of 10% in the total 
staff strength should be imposed in all those institutions in which there have been 
substantial increase in staff strength in the recent years and/or in which the proportion 
of group C & D officials is quite high. 

6. The review suggested above should facilitate issue of guidelines both 
for governing the functioning of all existing autonomous institutions and for the 
establishment of new ones. Stringent criteria need to be laid down for setting up of 
new autonomous organisations and for the type of activities to be undertaken by 
them. Pending issue of such guidelines there should be a ban on setting up of new 
autonomous organisations. 

7. These reviews together with a consolidated report to be prepared by the 
SIU and the process of cabinet approvals referred to earlier should, at one level help to 
reduce the number of autonomous organisations and the outgo on them both by weeding 
out those activities which are no longer relevant or have been completed and by 
maximising internal resource generation. At another level, this process would also 
help to identify a small number of autonomous institutions - say 20 or so - whose 
performance is so outstanding and internationally acclaimed, as to warrant further 
encouragement by giving greater autonomy. Such organisations, even if the budgetary 
support required is in excess of 50% of the total funds required in the year, could be 
extended increased flexibility in matters of recruitment and financial rules and also 
exempted from orders issued from time to time for effecting adhoc cuts on expenditure, 
freeze in recruitment etc.These organisations should be increasingly enabled to devise 
and adopt staff structures, procedures and rules, as are best suited for improving the 
quality of their output. Such rules and procedures should however be clearly laid down 
so as to maximise transparency. 

8. Such autonomous organisations, as also others with a budgetary support 
of more than Rs. 5 crore per annum, should be required to enter into a memorandum of 
understanding with the parent ministry/department, spelling out clearly not only the 
input requirements - financial, manpower, etc. - but more importantly the output targets, 
i.e. details of programme of work and qualitative improvements in output aimed at. The 
output performance assessment should be an important element in determining the 
programme as well as the budget support for the next financial year and also for an 
evaluation of the performance of the senior officials of the institutions. 

9. All ministries and departments should be required to either annex to their 
annual report or along with their annual report placed before the Parliament separate 
reports, giving a detailed assessment of the performance of the autonomous institutions 
coming under them. 
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10. Considering the time lag in finalisation of audited accounts and enormous 
increase in pending utilisation certificates, all ministries and departments should be 
required to pay special attention to these issues and furnish to the Department of 
Expenditure every quarter a review of the position. Allowing a maximum of 9 months 
for the finalisation and auditing of accounts, as well as for furnishing of utilisation 
certificates, it should be stipulated that budgetary support would not be extended after 
that period. In other words, if for the year 2000-2001 either the accounts are not 
audited or the utilisation certificates not furnished before the end of December, 2001 
then release of funds should be stopped altogether from 1st January 2002. 

11. The Rajya Sabha Committee on Papers laid before Parliament, has 
suggested that there should be a suitable format for the accounts to be submitted by 
the autonomous institutions to bring about uniformity and transparency in the 
presentation of accounts. These suggestions are being further processed by a 
committee. Action in this regard needs to be expedited. 



ANNEXE-1 


MINISTRY-WISE LIST OF AUTONOMOUS INSTITUTIONS 

Ministry of Agriculture 

1 1 Coconut Development Board, Cochi 

2 2 Indian Council of Agricultural Research 

3 3 National Coop. Union of India 

4 4 National Council for Cooperative training 

5 5 National Dairy Development Board 

6 6 National Horticulture Board 

7 7 National Institute of Agricultural Marketing 

8 8 National Institute of Agri. Extension Management 

9 9 Veterinary Council of India 

10 10 National Oil Seeds & Vegetable Oil Development Board 

Ministry of Atomic Energy 

11 1 Atomic Energy Education Society’s School, Mumbai 

12 2 Institute of Mathematical Sciences, Chennai 

13 3 Institute of Physics, Bhubaneswar 

14 4 Institute of Plasma Research, Gandhinagar 

15 5 Mehta Research Institute of Mathematics and Meth. Physics 

16 6 Saha Institute of Nuclear Physics, Calcutta 

17 7 I.I.F.R., Mumbai 

18 8 Tata Memorial Centre, Mumbai 

Ministry of Chemicals and Fertilizers 

19 1 Central Institute of Plastic Engineering & Technology 

20 2 Institute of Pesticides Formulation Technology 

21 3 National Institute of Pharmaceuticals Education & Res.(NIPER) 

Ministry of Civil Aviation 

22 1 Indira Gandhi Rashtriya Uran Academy 

Ministry of Commerce 

23 1 Agricultural & Processed Food Products Export Development Authority 

24 2 Coffee Board 

25 3 Export Inspection Council and its Agencies 

26 4 Indian Institute of Foreign Trade 

27 5 Indian Institute of Packing 

28 6 Marine Products Export Development Authority 

29 7 Rubber Board 
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30 

8 

Spices Board 

31 

9 

Tea Board 

32 

10 

Cashew Export Promotion Council 

33 

11 

Tobacco Board 



Ministry of Communications 

34 

1 

Centre for Development of Telematics 

35 

2 

T.R.A.I. General Fund 



Ministry of Coal 

36 

1 

Coal Miners’ PF Organisation, Dhanbad 



Ministry of Culture 

37 

1 

Raja Ram Mohan Roy Library 

38 

2 

Allahabad Museum Society 

39 

3 

Asiatic Society, Calcutta 

40 

4 

Central Institute of Buddist Studies-Leh 

41 

5 

Central Institute of higher Tibetan Studies-Varanasi 

42 

6 

Centre for Cultural Resources & Training 

43 

7 

Delhi Public Library 

44 

8 

Gandhi Samriti and Darshan 

45 

9 

Indian Museum, Calcutta 

46 

10 

Indira Gandhi National Centre for Arts 

47 

11 

Indira Gandhi Rashtriya ;Museum Sangharalaya 

48 

12 

Kalakshetra Foundation 

49 

13 

Khuda Bux Oriental Library Patna 

50 

14 

Lalit Kala Akademy 

51 

15 

Maulana Abdul Kalam Azad Institute of Asian Studies 

52 

16 

National Council of Science Museum Calcutta 

53 

17 

National Museum of History of Art Conservation of Museology 

54 

18 

National School of Drama 

55 

19 

Nav Nalanda Mahavihara 

56 

20 

Nehru Memorial Museum & Library 

57 

21 

Rampur Raja Library Board 

58 

22 

Sahitya Akademy 

59 

23 

Salarjung Museum 

60 

24 

Sangeet Natak Akademy 

61 

25 

Thanjavur Maharaja Sarasvati Mahal Library 

62 

26 

Victoria Memorial Hall 



Ministry of Defence 

63 

1 

Himalayan Mountaineering Institute, Darjeeling 
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64 2 Jawahar Institute of Mountaineering & Winter Sports, Pehalgam 

65 3 Nehru Institute of Mountaineering, Uttarkashi 

Ministry of Environment & Forests 

66 1 Central Pollution Control Board 

67 2 Central Zoo Authority 

68 3 G.B.Pant Himalayan Institute of Environment 

69 4 Indian Council of Forestry Research & Education, Dehradun 

70 5 Indian Institute of Forest Management, Bhopal 

71 6 Indian Plywood Research & Training Institute-Bangalore 

72 7 Wildlife Institute of India 

73 8 National Wastelands Development Board 

Ministry of External Affairs 

74 1 Indian Council for Cultural Relations 

75 2 Indian Council for Research on International Economic Relations 

76 3 Indian Society of International Law 

77 4 Society for Res. & Info. System for NAM & other Developed Countries 

78 5 Indian Council for Social Science Research 

79 6 Indian Council of World Affairs 

80 7 Institute of Chinese Studies 

Ministry of Finance 

81 1 National Institute of Financial Management 

82 2 National Institute of Public Finance & Policy 

83 3 SEBI 

84 4 Economic Research Institutes 

85 5 Indian Investment Centre 

86 6 Insurance Regulatory and Development Authority 

Ministry of Food & Consumer Affairs 

87 1 Bureau of Indian Standards 

Ministry of Health & Family Welfare 

88 1 All India Institute of Medical Sciences 

89 2 All India Institute of Speech & Hearing 

90 3 Cancer Institute, Chennai 

91 4 Central Council for Indian Medicine 

92 5 Central Council for Research in Ayurveda and Siddha 

93 6 Central Council for Research in Unani Medicine 

94 7 Central Council for Research in Yoga & Naturopathy 

95 8 Central Council of Homeopathy 
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96 9 Central Council of Research in Homeopathy 

97 10 Central Drugs Research Institute, Lucknow 

98 11 Central Research Institute of Yoga, New Delhi 

99 12 Chittaranjan National Cancer Institute, Calcutta 

100 13 CSIR - Health Wing 

101 14 Dental Council of India 

102 15 Gujarat Cancer & Research Institute 

103 16 Indian Council of Medical Research 

104 17 Indian Medical Association 

105 18 Indian Nursing Council 

106 19 Indian Red Cross Society 

107 20 Institute of Human Behaviour & Allied Sciences 

108 21 Institute of Post Graduate Training, Jamnagar 

109 22 Institute of Naturopathy Yoga & Physiotheraphy 

110 23 International Instiute of Population Sciences, Mumbai 

111 24 Kasturba Health Society Sevagram 

112 25 Kidwai Memorial Institute of Oncology 

113 26 Lala Ram Sarup Institute of Tuberculosis & Allied Diseases 

114 27 Medical College, Thiruvananthapuram 

115 28 Medical Council of India 

116 29 Morarji Desai Institute of Yoga 

117 30 National Academy of Medical Science 

118 31 National Board of Examinations 

119 32 National Illness Assistance Fund 

120 33 National Institute of Ayurveda 

121 34 National Institute of Biological Standardisation & Quality 

122 35 National Institute of Homeopathy 

123 36 National Institute of Mental Health & Neuro-Sciences 

124 37 National Institute of Naturopathy, Pune 

125 38 National Institute of Unani Medicine 

126 39 National Instiute of Health & Family Welfare 

127 40 National Instt.of Siddha, Channai 

128 41 North East Indira Gandhi Institute of Health Medical Science 

129 42 Pasteur Institute of India, Conoor 

130 43 Pharmacy Council of India 

131 44 Post Graduate Institute of Medical Education Research 

132 45 Rashtriya Ayurved Vidyapeeth New Delhi 

133 46 Regional Cancer Centre Society 
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134 

47 

St. Johns Ambulance Association 

135 

48 

T.B. Association of India 

136 

49 

Vallabh Bhai Patel Chest Institute 

Ministry of Home Affairs 

137 

1 

National Human Rights Commission 

Ministry of Human Resource Development 

138 

1 

Auroville Foundation Auroville 

139 

2 

Kendriya Hindi Siksha Mandal, Agra 

140 

3 

National Council for Promotion of Sindhi Language, Vadodara 

141 

4 

National Council for promotion of Urdu Language 

142 

5 

University Grants Commission 

143 

6 

AICTE 

144 

7 

Aligarh Muslim University 

145 

8 

Assam University, Shillong 

146 

9 

Babasaheb Bhimrao Ambedkar University, Lucknow 

147 

10 

Banaras Hindu University 

148 

11 

Board of Apprenticeship Training, Mumbai 

149 

12 

Board of Apprenticeship, Chennai 

150 

13 

Board of Apprenticeship, Kanpur 

151 

14 

Board of Practical Training,Calcutta 

152 

15 

Central Agricultural University,Imphal 

153 

16 

Central Institute of Indian Languages 

154 

17 

Central Tibetan Schools Society Administration 

155 

18 

Central University Pondicherry 

156 

19 

Children’s Book Trust 

157 

20 

Delhi University 

158 

21 

Dr. Zakir Hussain Memorial College 

159 

22 

Engineering College, Jammu 

160 

23 

I.G.N.O.U. 

161 

24 

ICHR 

162 

25 

ICSSR 

163 

26 

HIT, Allahabad 

164 

27 

Indian Council of Philosophical Research 

165 

28 

Indian Institute of Advanced Studies, Shimla 

166 

29 

Indian Institute of Information Technology 

167 

30 

Mahatma Gandhi Institute of Medical Sciences, Wardha 

168 

31 

Indian Institute of Management, Bangalore 

169 

32 

Indian Institute of Management, Calcutta 
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170 

33 

Indian Institute of Management, Lucknow 

171 

34 

Indian Institute of Science, Bangalore 

172 

35 

IIT, Chennai 

173 

36 

III, Delhi 

174 

37 

IIT, Guwahati 

175 

38 

IIT, Kanpur 

176 

39 

IIT, Kharagpur 

177 

40 

IIT, Mumbai 

178 

41 

Institute of Higher Learning 

179 

42 

ISM, Dhanbad 

180 

43 

Jamia Milia Islamia 

181 

44 

Jawaharlal Nehru University 

182 

45 

Kendriya Vidyalaya Sangthan 

183 

46 

Laxmi Bai National Institute of Physical Education 

184 

47 

LBS Rashtriya Sanskrit Vidyapeeth 

185 

48 

Mahatma Gandhi Antarrashtriya Hindia Vishwavidylaya 

186 

49 

Maulana Azad College of Technology, Bhopal 

187 

50 

Maulana Azad National Urdu University, Hyderabad 

188 

51 

Nagaland University, Kohima 

189 

52 

National Bal Bhawan 

190 

53 

National Book Trust 

191 

54 

National Commission of Women 

192 

55 

National Council of Educational Research & Training 

193 

56 

National Council of Teacher Education 

194 

57 

National Culture Fund 

195 

58 

National Gallery of Modern Art 

196 

59 

National Institute of Adult Education 

197 

60 

National Institute for Training in Industrial Engineering 

198 

61 

National Institute of Foundry and Forge Technology, Dhanbad 

199 

62 

National Institute of Public Coop. & Child Development 

200 

63 

National Library, Calcutta 

201 

64 

National Literacy Mission Authority 

202 

65 

National Open School 

203 

66 

Navodaya Vidyalaya Samiti 

204 

67 

NBDC 

205 

68 

Nehru Yuva Kendra Sangthan 

206 

69 

NIEPA 

207 

70 

North Eastern Regional Institute of Science & Technology, Shillong 

208 

71 

North Eastern Hill University, Shillong 
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209 

72 

Project of History of Indian Science, Philosophy and Culture 

210 

73 

Punjabi University, Patiala 

211 

74 

Rajiv Gandhi National Institute of Youth Development 

212 

75 

Rashtriya Manav Sangrahalaya, Bhopal 

213 

76 

Rashtriya Sanskrit Sansthan 

214 

77 

Rashtriya Sanskrit Vidyapeeth, Tirupathi 

215 

78 

Regional Engineering College, Allahabad 

216 

79 

Regional Engineering College, Hamirpur 

217 

80 

Regional Engineering College, Jaipur 

218 

81 

Regional Engineering College, Jallandhar 

219 

82 

Regional Engineering College, Kozhikode 

220 

83 

Regional Engineering College, Kurekshetra 

221 

84 

Regional Engineering College, Nagpur 

222 

85 

Regional Engineering College, Rourkela 

223 

86 

Regional Engineering College, Srinagar 

224 

87 

Regional Engineering College, Surat 

225 

88 

Regional Engineering College, Warangal 

226 

89 

Regional Institute of Technology, Jamshedpur 

227 

90 

Sant Longowal Institute of Engineering Technology 

228 

91 

School of Planning and Architecture 

229 

92 

ShramikVidya Peeths 

230 

93 

Sports Authority of India 

231 

94 

Technical Teachers Training Institute, Bhopal 

232 

95 

Technical Teachers Training Institute, Calcutta 

233 

96 

Technical Teachers Training Institute, Chandigarh + 

234 

97 

Technical Teachers Training Institute, Chennai 

235 

98 

Tej Pur University 

236 

99 

University of Allahabad 

237 

100 

University of Calcutta 

238 

101 

University of Hyderabad 

239 

102 

University of Jadavpur 

240 

103 

University of Madras 

241 

104 

University of Mumbai 

242 

105 

University of Mysore 

243 

106 

Vishwa Bharti University Shanti Niketan 

244 

107 

Zonal Cultural Centre, Allahabad 

245 

108 

Zonal Cultural Centre, Udaipur+ 

246 

109 

Zonal Culture Centre, Calcutta 

247 

110 

Zonal Culture Centre, Chennai 
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248 111 Zonal Culture Centre, Nagaland 

249 112 Zonal Culture Centre, Nagpur 

250 113 Zonal Culture Centre, Patiala 

251 114 Rashtriya Ved Vidya Pratisthan 

Ministry of Industry 

252 1 Automotive Research Association of India 

253 2 Central Manufacturing Technology Institute, Bangalore 

254 3 Central Pulp and Paper Institute 

255 4 Fluid Control Research Institute 

256 5 ID of Elect Measurement, Mumbai 

257 6 Indian Rubber Manufacturing Research Association 

258 7 National Council for Cement & Building Material 

259 8 National Institute of Design 

260 9 National Productivity Council 

261 10 National Small Industries Corporation 

262 11 Quality Council of India 

263 12 Development Council for Automotive & Allied Industries 

264 13 Footwear Design & Development Institute 

Ministry of information & Broadcasting 

265 1 Indian Institute of Mass Communication 

266 2 F.T.I.I., Pune 

267 3 Film Society of India 

268 4 National Centre for Children & Young People 

269 5 Prasar Bharti 

270 6 Press Council of India 

271 7 Satyajit Ray Film & Television Institute, Calcutta 

Ministry of Information Technology 

272 1 Centre for Development of Advanced Computing, Pune 

273 2 Centre for Electronics Design & Technology of India 

274 3 Centre for Liquid Crystal Research 

275 4 Centre for Materials for Electronics Technology Research 

276 5 Department of Electronics - Accreditation 

277 6 Education and Research Network India 

278 7 Electric & Computer Software Export Promotion Council 

279 8 Electronics Research & Development Centre of India 

280 9 National Centre for Software Technology 

281 10 Society for Applied Microwave Electronic Engineering and Research 

282 11 Society for Electronics Tests Engineering 
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283 

12 

284 

13 

285 

14 

286 

1 

287 

2 

288 

3 

289 

4 

290 

5 

291 

6 

292 

7 

293 

8 

294 

9 

295 

10 

296 

11 

297 

12 

298 

13 

299 

14 

300 

15 

301 

1 

302 

2 

303 

3 

304 

4 

305 

1 

306 

2 

307 

3 

308 

1 

309 

2 

310 

1 

311 

2 

312 

1 


Software Technology Parks of India 
Regional Computer Centre, Chandigarh 
Regional Computer Centre, Calcutta 

Ministry of Labour 

Central Board for Workers Education 

Central Instructional Media Institute, Chennai 

Employees Provident fund Organisation 

Employees State Insurance Corporation 

V.V.Giri National Institute of Labour 

Advanced Training Institute, Chennai 

Advanced Trg. Inst, for Farm Machinery and Power, Ludhiana 

Advanced Trg. Institute for Electronics & Processed Instrumentation 

Central Institute for Research & Training in Employment services 

Central Staff Training & Research Institute, Calcutta 

Foreign Training Institute, Bangalore 

National Arbitration Promotion Board 

National Council for Training in Vocational Studies 

National Labour Institute, Noida 

National Regional Vocational Training Institute 

Ministry of Law, Justice & Company Affairs 

Indian Law Institute 

Institute of Constitutional and Parliamentary Studies 
International Centre for Alternative Dispute Resolution 
National Legal Service Authority 

Ministry of Mines & Minerals 

J.L.Nehru Aluminium Research Dev.& Design Centre 
National Institute of Miners’ Health 
National Institute of Rock Mechanics 

Ministry of Non-Conventional Energy Sources 

National Institute of Renewable Energy 
Centre for wind Energy Technology 

Ministry of Planning 

Indian Statistical Institute 

Institute of Applied Manpower Research 

Ministry of Power 

Central Electricity Regulatory Commission 
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313 

2 

Central Power Research Institute 

314 

3 

National Power Training Institute 

315 

4 

Energy Management Centre, Nagpur 

Ministry of Railway 

316 

1 

Centre for Railway Information Systems, New Delhi 

Ministry of Rural Development 

317 

1 

CAPART 

318 

2 

National Institute of Rural Development, Hyderabad 

Ministry of Social Justice & Empowerment 

319 

1 

Animal Welfare Board 

320 

2 

Central Adoption Research Agency 

321 

3 

Central Wakf Council 

322 

4 

Institute of Physically Handicapped 

323 

5 

National Institute for Rehabilitation Training & Research 

324 

6 

National Commission for Backward Classes 

325 

7 

National Commission for Minorities 

326 

8 

National Commission for Safaikaramcharis 

327 

9 

National Commission for SCs/STs 

328 

10 

National Institute of Mentally Handicapped 

329 

11 

National Institute of Hearing Handicapped 

330 

12 

National Institute of Orthopaedically Handicapped 

331 

13 

National Institute of Visually Handicapped, Dehradun 

332 

14 

National Trust for Mentally Retarded & Cerebral Palsy 

333 

15 

Rehabilitation Council of India 

334 

16 

Special office for linguistic Minorities -Allahabad 

335 

17 

Dr.B.R. Ambedkar Foundation, New Delhi 

336 

18 

Maulana Azad Education Foundation, New Delhi 

337 

19 

Chief Commissioner for Handicapped, New Delhi 

Ministry of Small Scale Industry 

338 

1 

Central Footwear Training Institute, Agra 

339 

2 

Central Institute of Handtools, Jalandhar 

340 

3 

Central Institute of Tool Design, Hyderabad 

341 

4 

Central Tool Room, Bhubaneshwar 

342 

5 

Central Tool Room, Ludhiana 

343 

6 

Central Toom Room Training Centre 

344 

7 

Coir Board, Kochi 

345 

8 

Electronics Service & Training Centre 
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346 

9 

Indian Institute of Entrepreneurship 

347 

10 

Indo German Tool Room, Ahmedabad 

348 

11 

Indo German Tool Room, Aurangabad 

349 

12 

Indo-Danish Tool Room, Jamshedpur 

350 

13 

Indo-German Tool Room, Indore 

351 

14 

Khadi & V.l. Commission, Mumbai 

352 

15 

National Institute for Entrepreneur & Small Business Development 

353 

16 

Process & Product Development Centre, Agra 

354 

17 

Process cum Product Development Centre, Meerut 

Ministry of Surface Transport 

355 

1 

Seamen’s PF Organisation 

356 

2 

Calcutta Dock Labour Board 

357 

3 

Calcutta Port Trust 

358 

4 

Cochin Port Trust 

359 

5 

DTC Employees PF Account 

360 

6 

Inland Water Transport Authority of India 

361 

7 

Jawaharlal Nehru Port Trust 

362 

8 

Kandla Dock Labour Board 

363 

9 

Kandla Port Trust 

364 

10 

Madras Dock Labour Board 

365 

11 

Madras Port Trust 

366 

12 

Mormugao Dock Labour Board 

367 

13 

Mormugao Port Trust 

368 

14 

Mumbai Dock Labour Board 

369 

15 

Mumbai Port Trust 

370 

16 

National Highways Authority of India 

371 

17 

New Mangalore Port Trust 

372 

18 

Paradip Port Trust 

373 

19 

Tarrif Authority; for Major Ports 

374 

20 

Tuticorin Port Trust 

375 

21 

Vizag Dock Labour Board 

376 

22 

Vizag Port Trust 

Ministry of Science & Technology 

377 

1 

International Advanced Res.Centre for Powder Metallurgy & New 

Materials 

378 

2 

Birbal Sahni Institute of Palaeobotany, Lucknow 

379 

3 

Centre for DNA Finger Printing & Diagnostics 

380 

4 

Council of Scientific & Industrial Research 
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381 5 Indian National Science Academy, New Delhi 

382 6 Indian Academy of Sciences Bangalore 

383 7 Indian Association for the cultivation of Science, Calcutta 

384 8 Indian Institute of Tropical Meteorology, Pune 

385 9 Indian National Academy of Engineering 

386 10 Indian Science Congress Association, Calcutta 

387 11 J.L.Nehru Centre for Advanced Scientific Research, Bangalore 

388 12 Maharashtra Association for Cultivation of Science 

389 13 National Accreditation Board for Testing & Collaboration Laboratories 

390 14 National Brain Research Centre 

391 15 National Centre for Cell Sciences, Pune 

392 16 National Centre for Plant Gerome Research 

393 17 National Institute of Immunology 

394 18 Raman Research Institute, Bangalore 

395 19 S.N.Bose National Centre for Basic Sciences, Calcutta 

396 20 Sree Chitra Tirumal Medical Inst.of S&T, Thiruvananthapuram 

397 21 Technology Information Forecasting Assessment Council 

398 22 Vigyan Prasar 

399 23 Bose Institute, Calcutta 

400 24 Indian Institute of Astro-Physics 

401 25 Indian Institute of Geo-magnetism, Mumbai 

402 26 National Academy of Science 

403 27 National Atlas & Thematic & Mapping Organisation 

404 28 Technology Development Board, New Delhi 

405 29 Wadia Institute of Himalayan Geology, Dehradun 

Ministry of Space 

406 1 National MST Radar Facility Gadanki 

407 2 National Remote Sensing Agency, Hyderabad 

408 3 Physical Research Laboratory Ahmedabad 

Ministry of Textiles 

409 1 ATIRA 

410 2 BITRA 

411 3 Central Silk Board 

412 4 Cotton Technology Mission 

413 5 IJRA 

414 6 Institute of Fashion Technology 

415 7 Jute Manufacturers Development Council 

416 8 MANTRA 
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417 

9 

National Centre for Jute Diversification 

418 

10 

New NIFTs 

419 

11 

NITRA 

420 

12 

Silk & Art Silk Mills Research Association 

421 

13 

SURA 

422 

14 

Texttiles Committee, Bombay 

423 

15 

Wool Development Board 

424 

16 

WRA 



Ministry of Tourism 

425 

1 

Indian Institute of Tourism & Hotel Management 

426 

2 

Institute of Hotel Management 



Ministry of Urban Development 

427 

1 

DDA 

428 

2 

National Institute of Urban Affairs 

429 

3 

NCR Planning Board 

430 

4 

Building Material and Technology Promotion Council 



Ministry of Water Resources 

431 

1 

Brahmputra Board 

432 

2 

National Institute of Hydrology 

433 

3 

National Water Development Agency 



Annexe-ll 

Proforma for furnishing of information relating to 
Autonomous Institutions 

(1) Name of the Autonomous Body, Year (Date if available) of setting up, 
Address in full. 

(2) Authority for setting up the Autonomous Body. 

(a) Statutory- arising from an Act - Please name the Act(s) 

(b) Parliamentary Approval - Please indicate how and when obtained. 

(c) Cabinet Approval 

(d) Approval of Minister 

(e) Any other - Please give details. 

(3) Are documents relating to setting up the Autonomous Body available? 
Yes/No (Please furnish copy where available) 

(4) Status of the Autonomous Body i.e. whether it is a Registered Society, 
Trust, etc. Enclose details of Memorandum of Association, Governing 
Body/Board/Council/Trust, etc. 

(5) Source of funding of the Autonomous Body? 

(a) Fully funded through grant-in-aid from Government 

(b) Partially funded, if so source of other funding 

(6) Procedure for release of Grant-in-aid by the Ministry/Department. Whether 
periodical or is subject to production of Accounts Etc. 

(7) Position regarding pendancy of utilization certificate: 

(a) Amount of Grants-in-aid for which utilization certificate is pending 

(b) Period(s) for which utilization certificate is pending. 

(8) (a) Sources of revenue with actual revenue for the last five years. 

Is the revenue allowed to be used towards expenditure? 

(b) Expenditure figures for the last five years. 

(c) Receipts as a % of expenditure for the last five years 

(d) Grants-in-aid as received during the last five years 

(e) Grants-in-aid as a % of expenditure for the last five years 

(9) (a) Budget Estimate for the year 2001 -2002 

(b) Performance budget, if any, showing activity wise Budget and Physical 
Targets for last three years. 
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(10) (a) Staff Strength (if possible comparative figures as at the end of last three 

financial years) Groupwise i.e. Group A, B, C & D or equivalent. A copy 
of the organisation chart of the autonomous body, if available 

(b) Total expenditure on salary and allowances for the last three years. 

(11) What is the extent of Delegation of Powers to the Autonomous Body for 
creation of posts and for incurring of other expenditure? 

(12) (a) Is an independent Annual Report of the Autonomous Body submitted to 

the Parliament regularly? (Indicate position for the last five years. 

(b) If not, is a report relating to the Autonomous Body included in the Annual 
Report of the Ministry/Department? 

(13) Was any study of the Autonomous Body undertaken within the last five 
years and if so, by whom and when? (A copy of the report, if any, may be 
sent). 

(14) Are the accounts of the Body up to date? If not period up to which 
finalized and reasons for delay. 

(15) (a) Is the Autonomous Body audited by C&AG? 

(b) Were the accounts submitted for audit timely? If not period up to which 
accounts provided and audited and reasons for delay. 

(c) Date and year of last audit along with summary of findings. 

(16) Has any review been conducted of the Organisation as a result of zero- 
based budgeting or otherwise? If so, with what result? 

(17) Please give the amount of unspent balance (out of the funds released 
every year) carried forward by the autonomous body on 1 st of April of the 
new financial year for the last three years. 

SI. As on Amount carried forward 

No. (Rs. lakhs) 

1. 1 st April, 1998 

2. 1 st April, 1999 

3. 1 st April, 2000 

(18) Indicate what efforts have been made by the Organisation to maximise 
the revenue on various items so as to bring about a reduction in the 
budgetary support to the autonomous body. Has any periodic review 
been made of the rates, charges etc., on such items, wherever possible? 



